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A CHECK WRITER AND A CERTIFIER 
AT THE PRICE OF ONE MACHINE 


The BANK MODEL 
F & E Lightning 
Check Writer 


CERTIFIED 


CHICAGO CLEARING HOUSE 
WHEN PROPERLY ENDORSED 


PAYS 


BANK OF PROSPERITY 


ANYWHERE, U.S. A. 


Typical Amount Line and Certification Notice 


CONFORMS WITH 
CLEARING HOUSE 
REQUIREMENTS. 


HE Bank Model is both a Check Writer and a Certi- 
fier, having been designed for the dual purpose of 
imprinting checks and drafts, and also for certifying. 

It gives the banker use of two indispensable machines 
at the cost of only one. 

Amount line imprints the word ‘PAY’ or an INDIVID- 
UAL name before the $ portion. The Certification Plate 
imprints bank’s regular certification or acceptance notice. 
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REGULAR DIE 


INDIVIDUAL DIE 
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THE HEDMAN MANUFACTURING COMPANY 
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Making the Dollar Hustle 


By JOHN J. PULLEYN 
President, Emigrant Industrial Savings Bank, New York City 


While the Gain in Savings Deposits Was the Smallest in 1927 
Since 1915, This Does Not Mean That the American People 
Are Saving Less or Are Growing Less Thrifty. They Are Learn- 
ing How to Make the Dollar Hustle. Change in Savings Habits. 


E are told that the savings of the American 
people in the banks of the country increased 


only $1,368,000,000 during 1927. 
The rate of gain was the lowest during 
the past twelve years. 

Coming during a period of general prosperity, when 
the national income was reported to have reached record 
heights, it might be natural for the public to jump to 
the conclusion that the American people are growing 
less thrifty—making more and saving less. On the 
face of things, the record looks bad; for if no new 
money had been deposited during the whole year, 
merely crediting interest on the funds that were in the 
banks would have increased the total of savings nearly 
a billion dollars! 


Saving More Than Ever 


APPILY, there is another side to the picture. 
The amount of our savings deposits is only one 
angle of the subject of thrift. The dollars that go into 
savings accounts in the banks are only a part of the 
whole savings scheme and I am persuaded to believe 
that, instead of saving less, the American people are 
saving more than ever before. It is merely that the 
channels along which savings are being made are shift- 
ing as the savings habits of the people are changing. 
The average American is making the dollar hustle. 
He is growing more intelligent about investments and is 
demanding that the dollar work harder for him. He 
is getting a broader conception of just what thrift 
means and this is being shown in his savings plans. 
The American standard of living is higher than it 
has ever been before. This means that the people are 
spending a great deal; and for the most part, wisely. 
By embracing instalment buying on such a large scale, 
they are pledging a part of next year’s income for the 


satisfaction of their present desires and, if times should 
become less prosperous, ill-effects from this practice 
would unquestionably be felt. But despite their ex- 
penditures the American people are not overlooking the 
need for savings. The American Bankers Association 
reports that there are at least 48,242,196 savings de- 
positors—and this total does not include the savings 
accounts of the people in the state chartered banks in 
Ohio, Iowa, Indiana, Wisconsin, Kansas, South Caro- 
lina, Alabama, Mississippi, Louisiana, Kentucky, North 
Dakota, Montana, Wyoming and Nevada. 


More Than 50,000,000 Savers 


HIS indicates that there are more than fifty million 

savings depositors in the United States. It is worth 
noting that while the rate of gain in savings lagged 
during 1927, there were 1,480,956 more depositors 
added to this national thrift roll. 

Personally, I am optimistic about the progress of . 
thrift in this country. It is true that the savings habits 
of the people are changing and that there is a growing 
tendency to use the savings bank as a reservoir for 
the accumulation of funds rather than as a place for 
more or less permanent keeping. We savings bankers 
observe that there is greater activity in our accounts— 
instead of letting the money stay in the bank the de- 
positors are drawing it out. Not so long ago, the 
withdrawal of funds from a savings bank was so 
strangly discouraged by bank officials that the individual 
depositor had almost as much trouble in getting his 
money out of the bank as he did in accumulating it for 
deposit. I say this regretfully because I think it was a 
short-sighted attitude. 

I believe that the savings account should be regarded 
as the beginning upon which the individual’s life plan 
for thrift should be founded and that we, as bankers, 
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ought to recognize that savings deposits 
really constitute only one form of savings. 
The form in which each individual should 
keep his savings depends upon many cir- 
cumstances; but, at the same time, there is 
no form of savings that can be substituted 
for a savings account in a bank as the foun- 
dation. It seems to me that bankers must 
take a broad conception of savings and, in 
this spirit, do all we can to aid the in- 
dividual in making his money do what he 
wants it to do. As bankers, we know how 
J. P. Morgan and the other immensely rich 
men built up their fortunes. There was 
nothing magical about the plan or the 
method. What we ought to do is to show 
every individual how he can become a J. P. 
Morgan and build up a fortune through 
safe and conservative investment. We should 
advise him how he can make his dollars 
bring the utmost in happiness, safety and 
in protection for those who are dependent 
on him. 


How the Dollar Hustles 


N explaining why the gain in savings was 

growing less while the ranks of the in- 
dividual savers were broadening, I observed 
that the American people were learning how 
to make the American dollar hustle. By 
this I mean that they are demanding that 
the dollar bring the highest return that is 
consistent with its safe employment. Of 
course not all of the people are being gov- 
erned by such conservative standards, but, 
nevertheless, there is a growing intelligence 
on the part of the public as to the various 
forms of investments. 

Anyone who has the notion that the Amer- 
ican people are not saving as much as they 
formerly did would do well to ponder these 
facts: 

The American people are buying more se- 
curities than ever before. During the first 
ten months of 1927 the total of corporate, 
foreign government, farm loan and munici- 
pal financing totaled $8,042,116,453, accord- 
ing to The Commercial and Financial Chron- 
icle. This compares with $6,109,950,411 for 
the corresponding period of 1926 and with 
$5,804,285,481 for 1925. While the banks, 
life insurance companies and business insti- 
tutions have purchased a great part of these 
security issues, there seems to be no doubt 
but that the legion of individuals who own 
stocks and borids is growing constantly 
larger. Absorbing $9,000,000,000 worth of 
securities in a single year surely does not 
indicate a lack of thrift and saving. More 
than one-fifth of the whole income that in- 
dividuals reported to the Treasury Depart- 
ment in 1925 came from dividends, interest 
and investment account! 

The sales of life insurance indicate the 
premiums paid on policies will be larger this 
year than before. In 1926 the aggregate 
amount paid in net life insurance premiums 
was about $2,200,000,000. The money that 
the people pay out in premiums represents 
another form of savings—for any time that 
we set aside surplus funds against the need 
of the future day, we are creating insurance 

The average person probably has only a 
very scant knowledge of how great a part 
of savings is going into the shares of build- 
ing and loan associations. While figures are 
not yet available to show the gain for 1927, 
the increase in the assets of these associa- 
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tions was around $770,000,000 for 1926. For 
a number of years the building and loan 
associations have shown successive annual 
gains in their assets, and the increase for the 
present year may well be as large as for 
1926. 

New types of investments in bankers’ ac- 
ceptances and investment trusts have come 
into existence in this country during the past 
few years. A recent statement credited the 
investment trusts with a capital of about 
$600,000,000 and a good part of this sum 
doubtless represents the savings of individ- 
uals. This huge amount of capital has been 
subscribed during the past five or six years. 

More than a third of the whole foreign 
trade of the United States is being financed 
by bankers’ acceptances, according to au- 
thoritative statements. A volume of nearly 
a billion dollars in acceptances is outstand- 
ing at the present time. These acceptances 
are being purchased for short term invest- 
ments by banks, life insurance companies, 
corporations and by individuals. So these 
are other forms of savings. 


Home Owning Grows 


HERE is one big gap in the statistics 

on savings because there does not seem 
to be any means by which that part of the 
American people’s savings which goes into 
homes or toward increasing the equity of 
individuals in homes, can be definitely estab- 
lished. This is a very considerable sum. 
The census of 1920 revealed that out of 
24,351,676 homes in the United States 11,- 
114,967 were owned by the persons who occu- 
pied them. The prediction has been made 
that the census of 1930 will show that the 
“own-your-own-home movement” has pro- 
gressed to such an extent that fully 50 per 
cent of the people will hold the title to their 
own homes. 

More than 150,000 new homes are being 
built annually. While probably not more 
than half of them are being built by indi- 
viduals for their own occupancy, it can read- 
ily be seen that a good part of savings goes 
for this worthy purpose. Statistics compiled 
by the F. W. Dodge Corporation, covering 
91 per cent of the entire country, show that 
there were 176,241 homes built in 1925, 159,- 
147 in 1926 and 140,359 during the first ten 
months of this year. If all of the homes 
built so far this year had been paid for out 
of savings—though it is patent that such 
was not the case—they would have required 
an outlay of $1,036,431,000. 

When one reviews how our holdings of 
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stocks and bonds are growing, how greatly 
the conquest over dependence is being pro- 
moted by life insurance, how the number of 
home owners is constantly increasing and 
how our investment is taking new direction, 
I believe that he will share my optimism and 
agree with me that there is no occasion for 
pessimism because the savings in banks do 
not gajn as fast as they did a few years ago, 
Then, too, it is comforting to reflect that the 
amount of savings in banks and trust compa- 
nies is more than three times what it was 
in 1912. Moreover, it is appreciably higher 
than for pre-war years. 

It may be trite to repeat what has been 
pointed out so many times before. Never- 
theless, the participation of the American 
people in the Liberty Loan drives was a 
great education in investment to them and 
these campaigns mark the beginning of a new 
chapter in our economic and financial life. 
These campaigns were of great importance 
to the banks inasmuch as they brought to 
the attention of the bankers the fact that 
there was a vast amount of “loose money” 
which might be brought into the banks if 
the proper machinery were set up and if an 
attractive appeal for savings were made. 
Furthermore, it was clear that the new busi- 
ness would show a satisfactory profit. As 
the result of this realization, banks through- 
out the country opened up thrift depart- 
ments and entered the field for savings, which 
hitherto had been largely dominated in cer- 
tain sections of the country by the mutual 
savings banks. 

And thus today we find that not only have 
the savings habits of the people changed, 
but that the machinery for gathering in their 
savings has been changed. The national banks 
have substantially seven-eighths as large a 
part of the total savings as the mutual sav- 
ings banks, while the state banks and trust 
companies have several billions of savings 
dollars on deposit with them. All institu- 
tions are competing for this form of savings. 
One reason that the mutual banks have been 
outdistanced is that they have been unable to 
modernize their machinery for gathering in 
savings because they were so closely restrict- 
ed in their powers by legislation. They are 
largely governed by the same laws that were 
passed sixty or seventy years ago. It is in 
recognition of this that the mutual savings 
banks in the State of New York have been, 
and are today, seeking a broader field of in- 
vestment and additional powers that they 
may better serve the needs of their 4,750,000 
depositors. 


Set Dates For Mid-WinterTrust Company Conference 


the Division, will preside over the confer- 
ence, which will hold sessions Feb. 14, 15 
and 16. The banquet will take place the eve- 
ning of Feb. 16. 

Invitations to attend the meetings will be 
sent to corporate fiduciaries throughout the 


HE mid-winter conference and banquet 

of trust companies of the United States 
will be held Feb. 14-16 at the Commodore 
Hotel, New York City, under the auspices 
of the Trust Company Division, American 
Bankers Association. Glenn Frank, presi- 
dent of the University of Wisconsin, will be 
one of the speakers at the banquet, and 
W. S. McLucas, chairman of the board, 
Commerce Trust Company, Kansas City, 
Mo., and president of the Trust Company 
Division, will be the toastmaster. James H. 
Perkins, president Farmers’ Loan and Trust 
Company, New York, and vice-president of 


United States. The last annual banquet was 
attended by 1230 bankers from thirty states 
and two foreign countries, and there were 
146 cities and towns represented. In addi- 
tion to bankers, the conference was attended 
by insurance officials, attorneys, merchants, 
manufacturers and others who had an in- 
terest in fiduciary subjects. 


New Threat to Barrier Against 
vertaxing National Bank Shares 


General Counsel, American Bankers Association 


By THOMAS B. PATON 


There Is An Organized Movement to Procure an Amendment 
to Share Tax Provision of Section 5219. Would Enable States to 
Put Banks in a Separate Class and Impose as High a Tax Rate 
as Might Be Deemed Necessary. 


N organized movement has _ been 
launched on the part of tax officials 
of a number of states to procure 
an amendment to the share tax 

provision of Section 5219 U. S. Revised 
Statutes which, if successful, will enable any 
state to place national and state banks in a 
class by themselves for purposes of taxa- 
tion and impose upon the shareholders in 
such institutions as high a rate as the state 
or its subdivisions may deem necessary for 
their needs. 

On Oct. 13, 1927, at Toronto, Ontario, on 
the occasion of the Twentieth Annual Tax 
Conference under the auspices of the Na- 
tional Tax Association, there was formed 
an independent organization of states inter- 
ested in obtaining an amendment of the share 
tax provision of Section 5219. This organ- 
ization appointed Milbank Johnson, presi- 
dent of the California Taxpayers Associa- 
tion, as its chairman and Professor Blakey 
of the Institute of Economics of Washing- 
ton, D. C., as its secretary. It unanimously 
recommended an amendment to the share 
tax provision of Section 5219, so that instead 
of the limitation that “the tax imposed shall 
not be at a greater rate than is assessed upon 
other moneyed capital in the hands of in- 
dividual citizens,” etc., the law should be 
made to read: 

“For the case of tax on said shares the tax im- 
posed shall not be at a greater rate than is as- 
sessed upon other moneyed capital used or employed 
in the business of tendon.” 

The organization appointed the following 
committee to secure such amendment: State 
Senator Sullivan of Minnesota, chairman; 
Milbank Johnson of California, ex-officio 
chairman; Tax Commissioners Blodgett of 
Connecticut, Long of Massachusetts, Link 
of Colorado; Tax Representatives M. D. 
Lack of California, Vaughan of Arkansas, 
and Benton of Virginia. 

The American Bankers Association be- 
lieves there is no necessity for such amend- 
ment and its response to the proposal at 
Toronto was the unanimous adoption by the 
general convention at Houston, Tex., on 
Oct. 26, 1927, of the following resolution: 

“This association believes that time has proved 
that the limitation contained in Section 5219 U. S. 
Revised Statutes is a wise one and has protected 
state banks as well as national banks. It is there- 
fore urged that Section 5219 be retained without 
any modifications. The states of New York, 
Massachusetts and Wisconsin have substituted a 
System of taxation of banks on their incomes in 
lieu of the ad valorem tax on shares with successful 


results. It is believed a system of income taxation 
of banks can be successfully adopted in many other 


SYSTEM of bank in- 

come taxation, such as 
already put into effect in 
Massachusetts, New York 
and Wisconsin, would seem 
to be the proper solution of 
the problem for those states 
which find it good policy to 
impose a low rate on intang- 
ibles. An income tax on 
banks, which would be pro- 
tected against excessive 
taxation by the requirement 
of equal burden upon busi- 
ness corporations, would 
seem to be as fair a system 
as could be devised. It 
would be based upon the 
principle of ability to pay; 
the bank would pay accord- 
ing to its earning capacity.” 


states and thereby escape the vexatious questions 
of discrimination which grow out of taxation of 
credit investments and intangibles at a lower rate 
than bank shares.” 


Present Permissive Alterna- 
tive Methods Sufficient 


EFORE discussing the proposition for 

amendment, it will be well to fix clear- 
ly in mind the present broad permissive pro- 
visions of Section 5219 with the limitations 
or safeguards now provided against exces- 
sive taxation of the banks. 

Section 5219, as is well known, contains 
the permission of Congress to the states to 
tax national banks and in addition to allow- 
ing the state or its subdivisions to tax real 
estate of banks “to the same extent, accord- 
ing to its value, as other real property is 
taxed,” it permits, as amended in 1923 and 
again in 1926, four alternative exclusive 
methods for state taxation of national 
banks, namely: 

(1) Taxation of shares. 
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Protection in Present Law. 


(2) Taxation of dividends as personal in- 
come of shareholder. 

(3) Taxation of bank on its net income. 

(4) Taxation of bank according to or 
measured by its net income. 

The adoption of any one of the above 
methods excludes the other three with an 
exception which permits, in certain cases 
of income taxation under methods (3) or 
(4), a combination of method (2) with 
method (3) or (4). The exception is as 
follows: 

“That a state which imposes a tax on or ac- 
cording to or measured by the net income of, or 
a franchise or excise tax on, financial, mercantile 
manufacturing, and business corporations organized 
under its own laws or laws of other states and 
also imposes a tax upon the income of individuals, 
may include in such individual income, dividends 
from national banking associations located within 
the state on condition that it also includes dividends 


from domestic corporations and may like 


me Jikewise in- 
clude dividends from national banki associa- 


tions located without the State on condition that 
it alsg includes dividends from foreign —- 
tions, but at no higher rate than is imposed on 
dividends from such other corporations.” 

The exception is to accommodate states 
which impose franchise or excise taxes on 
corporations and also tax dividends as per- 
sonal income of the shareholder. In any 
such state there can be both income and divi- 
dend taxation of national banks to the same 
extent as imposed upon other corporations 
and their stockholders. 

The above methods of taxation of national 
banks permitted to the states allow the state 
to call upon the banks to assume their fair 
share of the tax burden but are coupled 
with conditions designed to prevent unjust 
discrimination. Where a_ state adopts 
method (1) and imposes a tax upon shares 
—and this prior to 1923 was the only and 
still is the generally prevailing method—the 
law makes it a condition that “the tax im- 
posed shall not be at a greater rate than is 
assessed upon other moneyed capital in the 
hands of individual citizens of the state 
coming into competition with the business of 
national banks,” with a proviso, added in 
1923, excluding from the definition of 
moneyed capital “bonds, notes or other evi- 
dences of indebtedness in the hands of in- 
dividual citizens not employed or engaged 
in the banking or investment business and 
representing merely personal investments 
not made in competition with such busi- 
ness.” 

If a state adopts method (2) “the tax 
shall not be at a greater rate than is assessed 
upon net income from other moneyed 
capital.” 
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Where method (3) or (4) is adopted 
“the taxing state may, except in case of tax 
upon net income, include the entire net in- 
come received from all sources, but the rate 
shall not be higher than the rate assessed 
upon other financial corporations nor higher 
than the highest of the rates assessed by 
the taxing state upon mercantile, manufac- 
turing and business corporations doing busi- 
ness within its limits.” 

Section 5219 is the foundation-stone of 
the bank tax systems in the various states 
of the United States; for the national gov- 
ernment having declared that the states can 
go so far and no farther in the taxation of 
national banks, state policy requires like tax 
methods and the imposition of no greater 
burdens upon competing state institutions. 
As it now stands, with its permissive al- 
ternative methods worked out by commit- 
tees representing the National Tax Associa- 
tion and the American Bankers Associa- 
tion after thorough investigation and en- 
acted by Congress after full consideration, 
this section is broad enough to permit any 
state to derive from the banks in the state, 
national and state, their fair share of the tax 
burden and at the same time it is so care- 
fully framed as to prevent any state from 
unjustly burdening its banks with excessive 
taxation. 


Heretofore Rejected 


HE proposition for amendment of Sec- 

tion 5219 to grant permission to the 
‘states to tax national bank shares at a rate 
not. greater “than is assessed upon other 
moneyed capital used or employed in the 
business of banking” is nothing new. The 
same proposition was contained in the bill 
introduced at the beginning of the 67th 
‘Congress in December, 1921 (H.R. 9579) to 
amend Section 5219 so as to permit the 
states to tax shareholders of national banks 
upon their shares, with an alternative to tax 
the bank directly upon its income, subject 
to the restriction that in either case the taxa- 
tion should not be greater than imposed 
upon state banks and trust companies. At 
that time, the sole permission to the states, 
aside from the taxation of real estate, was 
to.tax the shares as personal property of the 
shareholders at a rate not greater “than is 
assessed upon other moneyed capital in the 
hands of individual citizens.” Section 5219 
granting this permission had been in force 
without change for over 50 years. But 
while a majority of states still adhered to 
‘the general property tax—that is to say, a 
uniform rate upon all personal property ap- 
plied alike to bank shares, other moneyed 
capital and all other forms—a number of 


states had adopted a classified system of tax- 
ation under which bonds, notes and other 
evidences of indebtedness commonly known 
as intangibles, were classified and taxed at 
a lower rate. The lower tax on intangibles 
was justified on grounds of expediency as a 
vast amount of moneyed capital invested in 
bonds, notes. and other securities escaped 
taxation entirely when subject to the pre- 
vailing personal property rate, either being 
withdrawn from the state to its detriment 
or being concealed and not returned for tax- 
, ation; whereas the imposition of a specially 
,.low. cate upon this class of property yielded 
substantial revenue. 


The occasion for the introduction of the 
bill was the decision of the supreme court 
of the United States handed down in June, 
1921, in Merchants National Bank v. Rich- 
mond, wherein it was held that a material 
portion of intangibles, taxed in Virginia at 
a lower rate, came into competition with 
national banks in the loan market and the 
tax on national bank shares was therefore 
invalid because in violation of Section 5219. 
In consequence of this decision, tax commis- 
sioners of a number of states organized a 
movement, quite similar to the one now 
launched at Toronto, seeking to have Sec- 
tion 5219 amended, as proposed. In order 
that they might lawfully place a lower tax 
on intangibles, the tax commissioners sought 
permission to place the banks in a class by 
themselves. for tax purposes, and thus de- 
prive the banks of the protective limitation 
that the rate should not be higher than im- 
posed upon other competing moneyed capital 
in the hands of individual citizens. 

The subject was exhaustively considered 
in committees of the 67th Congress and the 
answer to the proposition of the tax com- 
missioners was virtually that Congress 
would not, by removing existing safeguards, 
permit the states to tax national banks at 
any rate they pleased, provided only state 
banks were equally taxed; but by broaden- 
ing the permissive provisions, the state 
would be given the alternatives, in lieu of a 
property tax on the shares, of taxing the 
income of the bank or the dividends of the 
shareholders, under certain protective limi- 
tations. In other words, the act of March 
4, 1923, passed at the close of the 67th Con- 
gress, re-enacted the share tax provision 
with an explanatory proviso that intangibles 
in the hands of individual citizens not em- 
ployed or engaged in banking business and 
representing non-competitive personal in- 
vestments, should not be deemed competi- 
tive moneyed capital; to which was added 
two alternative permissive methods which 
would permit the states to tax the income 
of a national bank instead of the shares or 
tax the dividends in lieu of either shares or 
income. In 1926 the bank income tax pro- 
vision was further amended, to make it 
more practicable, by adding as a fourth al- 
ternative, permission to the states to impose 
a tax upon a national bank according to or 
measured by its net income with the right, 
under certain conditions, to include dividends 
in the personal income tax of the share- 
holder as well as to tax the bank on or 
according to its income. The provisions of 
the present law have already been given in 
full detail. 


Meeting the Situation 
oo legislation thus worked out by Con- 


gress was designed to meet the situation 
in those states which desired to tax intangibles 


at a lower rate. In any state where a sub- 
stantial amount of lower-taxed intangibles 
was in competition with moneyed capital in- 
vested in national bank shares, thus jeopard- 
izing the validity of the bank tax, the state 
had the alternative of continuing its policy 
with reference to the low tax on intangibles 
by either reducing the share tax to the in- 
tangible rate or by substituting a tax upon 
bank income not greater than that levied 
upon its own business corporations. Three 


states have already adopted a system of in- 
come taxation of banks as a substitute for 
the share tax, namely, Massachusetts, New 
York and Wisconsin, in the order named. 

Since the broadening of the permissive 
provisions of Section 5219 in 1923 the 
Supreme Court in four cases, all involving 
taxes levied before that time, has taken oc- 
casion to re-interpret the share tax provision 
and to declare that the amendment to that 
provision in 1923 was simply a legislative 
interpretation of the prior restriction so as 
to put in express words that which according 
to repeated decisions of the Court was im- 
plied before; that the proceedings resulting 
in its adoption so show; and that in legal 
contemplation the practical effect of the re- 
striction was the same before the enactment 
as after. These cases involved the lower 
taxation of intangibles in the states of Iowa, 
Wisconsin, Minnesota, and Kentucky. In 
the three states first named Section 5219 was 
held violated; in Kentucky, however, the 
evidence was held insufficient to show vio- 
lation (See First Nat. Bank v. Anderson 
[Iowa] 46 Sup. Ct. 135; First Nat. Bank vy. 
City of Hartford [Wis.] 47 Sup. Ct. 462; 
Georgetown Nat. Bank v. McFarland [Ky.] 
47 Sup. Ct. 467; State of Minnesota v. First 
Nat. Bank [Minn.] 47 Sup. Ct. 468.) Since 
these decisions the state of Wisconsin has, 
as already shown, adopted a system of in- 
come taxation of banks as a substitute for 
the share tax; but the tax authorities in 
Minnesota and certain other states are ap- 
parently dissatisfied with the results of these 
cases and, similar to the movement in 1921 
following the Richmond decision, are again 
proposing to Congress that they amend the 
share tax provision so as to permit them to 
put national banks in a class by themselves 
and do away with the 50-year protective re- 
striction that the taxation of money in- 
vested in national bank shares shall not be 
at a greater rate than imposed upon com- 
peting moneyed capital in the hands of indi- 
vidual citizens. Thus does history repeat 
itself. 


The Issue Raised 


HE issue is therefore raised whether 

those states which desire to continue the 
policy of low rate taxation of intangibles 
are entitled to have Section 5219 amended 
as proposed, which would leave them free to 
tax bank shares as high as they pleased, or 
whether such states should adopt the method 
heretofore provided by Congress after full 
consideration, namely, the substitution for 
their present methods of share taxation of a 
tax on or according to or measured by the 
income of national banks. The American 
Bankers Association will urge upon Con- 
gress that the solution of this problem, 
when Section 5219 was last amended, is the 
satisfactory one, and that there is no neces- 
sity for further amendment of Section 5219 
at the present time. 


Present Methods 


HE raising by the states of necessary 

revenue by the imposition of taxes on 
property at uniform rates was the original 
and is yet the prevailing method, and many 
state constitutions still requ.re that all taxes 
must be uniform on the theory that all 
owners of property should share equally the 
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tax burden. Theoretically there is no justi- 
fication for levying taxes upon property at 
other than uniform rates; but the experi- 
ence of a number of states has shown the 
expediency of classifying and favoring cer- 
tain classes of property because of the in- 
ability to otherwise realize taxes therefrom. 
Real property cannot escape the tax assessor, 
but because personal property so largely 
escapes, real property is favored by assess- 
ment in many states at only a small percent- 
age of real value. While large amounts of 
personal property are not burdened with any 
taxation, there is one species which cannot 
escape, namely, bank shares; nor is this class 
of property favored by any reduction in 
assessment, being generally assessed at full 
100 per cent of value. Some states take the 
book value and others the market value as 
a basis; there are some states, however, 
where a flat rate is imposed upon bank 
shares instead of the general property rate. 
The inability of the states to reach for tax- 
ation personal property other than bank 
shares has led a number of states to supple- 
ment their revenue by a variety of special 
or excise taxes upon corporate franchises, 
on occupations, on gasoline, personal in- 
comes, inheritance taxes, poll taxes and in 
other special ways. Furthermore, as al- 
ready shown, the existence of a large and 
increasing class of personal property in the 
form of credit investments or intangibles 
which, under the general property rate, 
escapes taxation, has led a number of states 
to adopt the expedient of classifying and 
taxing this species of property at a very 
low rate. 


The Merits of the Proposition 


HE Congressional requirement in con- 

nection with the property tax is not that 
all personal property must be taxed at as 
high a rate as bank shares, nor all intangi- 
bles, but only such intangibles as are in 
competition with the business of national 
banks. Under recent decisions of the Su- 
preme Court, however, while substantial 
competition in addition to discrimination 
must be shown, “competition may exist be- 
tween other moneyed capital and capital in- 
vested in national banks, serious in charac- 
ter, and therefore well within the purpose 
of Section 5219, even though the competi- 
tion be with some but not all phases of the 
business of national banks. Section 5219 
is not directed merely at discriminatory tax- 
ation which favors competing banking busi- 
ness” but “is violated wherever capital, 
substantial in amount when compared with 
the capitalization of national banks, is em- 
ployed either in business or by private in- 
vestors in the same sort of transactions as 
those in which national banks engage and in 
the same locality in which they do busi- 
ness.” (Language of Mr. Justice Stone in 
First Nat. Bank v. City of Hartford.) 

Probably the majority of the states still 
tax all personal property at a uniform rate, 
and in these states no question of discrim- 
ination between share capital and competing 
intangible capital arises, but in a consider- 
able number of states which now classify 
and place a lower rate upon intangibles, a 
substantial amount thereof doubtless is em- 
Ployed in the same transactions as those in 
which national banks engage, and under the 
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above language of the supreme court, con- 
stitutes competing moneyed capital. This 
situation, however, does not justify an 
amendment of Section 5219 in the manner 
proposed because (1) under the property 
tax, there is no good reason for taxing the 
investment of an individual in national bank 
shares any higher than his investment in 
competing intangibles, (2) the present share 
tax provision is a necessary barrier against 
excessive taxation, and (3) the state has an 
alternative of taxing the bank according to 
its income. 


Higher Tax on Bank Shares 
Indefensible 


HEN the supreme court of the United 

States many years ago in Boyer v. 
Boyer, 113 U. S. 689, held that national 
banks in Pennsylvania were discriminated 
against by the lower tax on intangibles, the 
state of Pennsylvania lowered the rate on 
bank shares to the intangible rate and still 
prospers under such a system. Other states, 
however, desire to maintain the higher prop- 
erty rate on bank shares while taxing in- 
tangibles at a lower rate. 

It is a common but fallacious argument 
that a bank shareholder should be taxed 
higher on the property in his shares than 
the owner of other personal property or of 
intangibles, because the shareholder, through 
his ownership of the bank, makes money not 
only on his own capital but upon deposits 
of others. Generally speaking, all persons 
and corporations engaged in business make 
profits on borrowed money and their earn- 
ings are not, like the bank’s, limited to a 
fixed rate of interest. Furthermore, all 
banks are not operated on an equally profit- 
able basis; some banks earn more, some less, 
for their shareholders, while some banks fail 
to earn expenses and become _ insolvent. 
Even in the case of a bank which pays large 
dividends upon its capital, the investor in its 
shares cannot purchase its stock at par but 
must pay a price which will yield probably 
not over 6 per cent upon his invested capi- 
tal. An individual investing his money in 
shares of a national bank, unlike the share- 
holder in any other corporation or the in- 
vestor in bonds or other securities, assumes 
the risk of double liability in the event of 
the bank’s insolvency. As a bank is an in- 
stitution of public benefit, investment in 
bank shares should be encouraged rather 
than discouraged by excessive taxation. In 
a state which imposes a general property 
tax at the rate of two or three per cent, an 
individual who invests $10,000 in real estate 
will pay taxes on the assessed value of, say 
25 per cent, and an investor of the same 
amount in bonds or other competing tangi- 
bles which yield from 5 per cent to 6 per 
cent will be exempted from the general 
property rate and will pay at the rate of 
four or five or six mills (6/10 of 1 per 
cent). Under such conditions the state can- 
not in fairness impose the general property 
rate upon the investor of $10,000 in bank 
shares and assess said shares at full value. 
The investor in bank shares may receive in 
dividends, plus his share in the net addi- 
tions to undivided profits, an amount equal 
or greater than the interest received by the 
holder of intangibles; on the other hand he 
may not receive as much, depending upon 
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the prosperity and success of the particular 
bank, while in the case of a bank apparently 
prosperous, but in reality insolvent, he al- 
ways takes the risk of a 100 per cent assess- 
ment upon his stock to pay the debts of the 
bank. 


Retention of Share Tax Re- 
striction Necessary 


OR the encouragement of investments 

in national bank shares there is sound 
reason for the retention of the 50-year limi- 
tation that taxation shall not be at a greater 
rate than assessed upon other competing 
moneyed capital in the hands of individual 
citizens; and especially would it be danger- 
ous to substitute for such limitation a per- 
mission to the states to tax national bank 
shares at any rate they pleased ‘ provided 
only state bank shares were taxed at an 
equally high rate. The temptation to make 
up any shortage of the budget of a. state or 
subdivision by adding the amount to the 
bank share tax would be great. The ten- 
dency must be noted in states where more 
revenue is needed after resort to property 
taxation at uniform rates is found insuff- 
cient to make up the necessary budget, to 
look to special subjects to raise additional 
taxes. For example, Maine in 1925 raised 
its gasoline tax from 1 to 3 cents per gallon 
and this year has raised it to 4 cents. Mis- 
sissippi has also raised its gasoline tax to 
4 cents. Virginia has raised the tax from 4 
to 4% cents while New Mexico has this 
year passed a law increasing the gasoline 
tax to 5 cents a gallon. This is a single 
illustration of the practice of states, pressed 
for additional revenue, to resort to some 
special subject or class of taxpayers, where 
it can be lawfully done. If the states were 
permitted to set apart as a distinct tax class, 
national banks with state banks and more 
revenue was needed in particular states, 
there would be nothing to prevent raising 
the bank tax rate to yield the necessary reve- 
nue, irrespective of considerations of justice 
and equality. The retention of the wise 
provisions of Section 5219 is therefore still 
needed for the protection of national banks. 


Bank Income Taxation the 
Solution 


SYSTEM of bank income taxation, 

such as already put into effect in 
Massachusetts, New York and Wisconsin, 
would seem to be the proper solution of 
the problem for those states which find it 
good policy to impose a low rate on in- 
tangibles. An income tax on banks, which 
would be protected against excessive taxa- 
tion by the requirement of equal burden 
upon business corporations, would seem to 
be as fair a system as could be devised. It 
would be based upon the principle of ability 
to pay; the bank would pay according to 
its earning capacity. If it made large earn- 
ings, it would pay accordingly. If its net 
earnings were small, the tax burden would 
not be excessive. Nor would it be neces- 
sary, as some may suppose, that the taxa- 
tion of other corporations be in the form of 
an income tax in order to provide the neces- 
sary equality. Upon this point the House 
Committee on Banking and Currency in 

(Continued on page 480) 


PROFOUND CONSIDERATION IS GIVEN—AND RIGHTLY SO—TO THE DIVISION OF 


PROFITS AND THE ALLOCATION OF UNEARNED INCREMENT. 


; / AKE for illustration, city real estate. 

As Prof. Taussig of Harvard Univer- 
sity explains it: “there is here (in city real 
estate) an unearned increment, due to 
the increase and thickening of population 
and ascribable in slight degree, if at all, to 
the labor or care of the fortunate posses- 
sors. There is a differential return over and 
above what is necessary, on the most 
liberal estimate, to induce the adaptation 
of the site to its more effective uses. Why 
should not the community appropriate 
this return?” 


But there is another unearned incre- 
ment, not altogether fanciful, that is dis- 
tributed once a year and though many 
people consider it to be very valuable, 

- there is no general effort to resist distribu- 
tion as there is the unearned increment 
of real estate. On the contrary, there is a 
spontaneous effort to promote the distri- 
bution. This other increment is the in- 
crement of good will-among men which 
goes on through the year and comes to a 
climax as we approach the 25th of each 
December. 


So ALL the good will of this Christmas and 
of last Christmas is not alone of the indi- 
vidual’s accomplishment, however he may 
strive and however he may merit. Much 
of it comes from the mass movement of 
philanthropy, of fair dealing and right 
living, clean speaking and good books, of 
the little day-by-day considerations and 


courtesies. A lot of it comes moving down 
the years in a great tide, “too full for 
sound or foam” from that first Christmas 
of long ago! 

Wuat a wonderful thing to contemplate, 
that amid all this discussion of profits and 
dividends, things that are earned and 
those that are not, the annual distribution 
of this valuable motivating force—good 
will—rises above both debate and regula- 
tion! 


Att known processes of merchandise 
distribution, are quickened by it and be- 
sides that there is one process of distribu- 
tion peculiar to itself. This other way of 
distribution is simple, direct and effective 
the world over— 


“IT wish you a Merry Christmas!” 


CoMEs now the time of bonuses and the 
declaration of dividends, and with it a 
certain satisfaction for those who have 
achieved in industry, and for others who 
have bought wisely in the security market. 


Comes also the time when commercially 
earned and unearned increment often 
are divided and distributed because the 
force of that larger tide, flowing steadily 
down through all the years, lifts men up 
and floats them off to the performance of 
those little—and big—deeds of kindness 
that make this, after all, a good old world, 
and prompt us all to call out with all 
sincerity— 


4A HAPPY NEW YEAR TO YOU! 
By James E. Ciark 
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Investment Trusts of the Future 


By JAMES G. SMITH 


Assistant Professor of Economics, Princeton University 


While Idea Prevails That the Investment Trust Is New In This 
Country, the United States Had One Long Before the British. 
Logical Development for the Trust Companies of America To 
Set Up Investment Trusts to Take Care of Small Investors. 


ANY would have us believe that 

investment trusts are a new 

thing in the United States, and 

that we learned all of our les- 
sons about them from England and the con- 
tinent of Europe. This is not true. It was 
Yankee ingenuity that first invented this 
device of the investment trust—the first in- 
vestment trust to be organized in the United 
States so far as records disclose was in 1818, 
nearly a half century before the first re- 
corded investment trust in England, Scot- 
land, or the continent of Europe. 

We have had for the past few years a 
glamorous smoke screen thrown about the 
real history of the investment trust in the 
United States by those ambitious to become 
known as pioneers of a new kind of finan- 
cial service. Now just what is the truth 
about the history of the investment trust? 
What, in fact, are the services really per- 
formed by the investment trust? Just what 
does it do and what relation does it have 
to other financial institutions? 

The history of the investment trust in the 
United States is inseparable from that of 
the trust company. This statement will come 
as a surprise to authorities on the invest- 
ment trust who claim its origin in this coun- 
try is in very recent times. But as a mat- 
ter of fact, the service offered by the per- 
sonal trust department of a trust company 
is essentially expert investment service, and 
that offered by the investment trust is the 
same thing. The earlier trust companies 
were organized more along the lines of an 
investment trust than are modern trust com- 
panies, due to an evolution which will be 
described later. 


First Investment Trust 


HE first investment trust on record in 

the United States was in Boston. In 1818 
the Massachusetts Hospital Life Insurance 
Company was incorporated. While this com- 
pany was incorporated as a life insurance 
company its principal business from the be- 
ginning was the selling of expert invest- 
ment service through the trust device, and 
it was an investment trust in every sense of 
the word. It was also a trust company in 
that it was a corporate fiduciary. By 1830 
the personal trust business of this company 
aggregated nearly $5,000,000, and it was un- 
der an investment trust arrangement. 

The original “Proposals” of this company 
were printed on Aug. 18, 1823, and in them 
it was said: 

_ “For persons of moderate property and for the 
tich, the annuities and endowments in trust afford 
the means of making provision for widows and 


ildren, and securing the capital in a manner 
which no other institution has done, 


Expansion 
the operation of 


investment trust depart- 
ments by trust companies 
offer a solution to the prob- 
lems of management tn- 
volved in the handling of 
small trust funds? In the 
opinion of the writer, who 
is the author of a new book 
that will appear shortly on 
the history of trust com- 
panies in the United States, 
the adoption of the invest- 
ment trust will enable the 
corporate fiduciary to offer 
an expert investment ser- 
vice to the man of small 
means as well as the holders 
of sizeable fortunes. 


— 


“By an endowment in trust for children, prop- 
erty may be placed with the company to accumu- 
late at compound interest till they shall attain the 
age of 21 years, or shall be married, without any 
trouble to the guardians or friends; and if a part 
of the income should be required for their sup- 
port, the company will pay to them such sums as 
shall be agreed upon at stated periods, and the sur- 
plus will be added to the capital, and commence 
drawing interest at the beginning of every year; 
and the business will be transacted by the com- 
pany at much less expense than is usual in private 
trusts, without any of the difficulties usual in pri- 
vate trusts, without any of the difficulties arising 
from the resignation or death of trustees, or the 
losses which might ensue from their bankruptcy.” 
This clearly shows that the company was 
a corporate fiduciary or trust company. 

In the description of the annuity in trust 
and the endowment in trust, the proposals 
state that the company will receive cash or 
stocks at prices agreed upon, the cash to be 
dinvested with the capital stock and other 
property of the company, and managed by 
the directors in the way they shall judge 
most advantageous, having always in view 
the safety of the capital rather than the 
greatness of the income. The rate of in- 
terest obtained by the company on all its 
property was ascertained at the end of each 
year, and that rate, less one-half per 
cent, was paid to all annuitants. The one- 
half per cent was paid to the company for 
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managing the trust fund. “The smallest 
sum to be received in this kind of trust is 
$500; and for any sum less than $2,000, 
the payment of interest is to be made an- 
nually.” Otherwise it made quarterly inter- 
est payments. 


Earned Manager’s Fee 


oo the services performed by what is 
perhaps the first trust company to do 
a personal trust business in the United States 
were really investment trust services—the 
beneficiaries of the trusts received income 
from the general fund of pooled trust funds, 
and the company was paid a manager’s fee 
for the expert investment services performed. 
In this early instance of the investment trust 
in the United States the investment trust 
company was not only the manager of the 
fund, but the trustee of the fund as well. 
The Massachusetts Hospital Life Insurance 
Company gradually lost its fiduciary charac- 
teristics through changing the form of its 
trust agreements from trusts to what are 
now virtually deposit contracts. It still en- 
joys a profitable existence, however, having 
deposits in 1927 of approximately $28,500,000. 

While little is known about the early per- 
sonal trust business of trust companies in 
the United States—particularly before 1870 
—it is certain that some of the earlier trust 
companies, in addition to the Massachusetts 
Hospital Life Insurance Company, were like- 
wise investment trusts. As late as 1871 the 
New England Trust Company performed 
investment trust services with a pooling of 
small trust funds as well as the regular per- 
sonal trust services with segregated trust 
funds. 

The pool of small trust funds was called 
the “General Trust Fund,” and was for re- 
ceiving “money in trust”—being distin- 
guished from the business of receiving 
“property in trust,’ which constituted the 
personal trust business of the company in 
the modern sense of the term where indi- 
vidual trust funds are handled separately. 
It was common for all trust companies be- 
fore 1850 to distinguish money in trust and 
property in trust, and the distinction in these 
types was no doubt as indicated in the case 
of the New England Trust Company that 
“money in trust” referred to the investment 
trust services, while “property in trust” re- 
ferred to the segregated personal trust busi- 
ness. 


Forced From Market 


ITH the development of the law regu- 
lating trust companies came the segre- 
gation of trust funds and the requirement 
of individual accountability to each trust. 
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The trust company then lost its investment 
trust characteristics and was forced out of 
the market for small trust funds. It was 
compelled to give up this part of the mar- 
ket for expert investment services through 
the trustee device, due partly to the im- 
possibility of applying sound investment 
practice to the handling of a small fund 
by itself and partly to the administrative 
difficulties associated with the supervision 
of a large number of small trust funds, as 
separate and distinct investment units. The 
cost of such service could not be made com- 
mensurate with the fees that the market 
would bear. 

To a considerable extent the first diffi- 
culty has been overcome by the real estate 
mortgage bond—the trust company takes a 
mortgage in its own name and issues certifi- 
cates to the various trust funds. The second 
difficulty is inherent in the nature of the 
trust company service—to handle a large 
number of individual small trust funds and 
give them very personal and close attention, 
being impossible under the present form of 
administration of a trust company. By the 
very nature of the service offered by the 
trust company it must do business on a rela- 
tively small scale so far as the number of 
trust accounts is concerned, for the service 
expected by the clients of the trust com- 
pany assumes that a competent trust officer 
will give his personal attention to the indi- 
vidual account. Obviously there is a limit 
to the number of accounts an _ individual 
trust officer can thus handle, and hence a 
limit to the size of trust funds the trust 
company can profitably handle. The invest- 
ment trust can be used as a device to supply 
expert investment services to this large num- 
ber of small trust funds—that part of the 
market apparently excluded from the mod- 
ern trust company. 


Analysis of Market for In- 
vestment Trust Services 


HUS the potential market-for expert in- 

vestment services is divided into two 
parts: (1) The small number of owners 
of large estates which may become buyers 
of such services, which is supplied princi- 
pally by trust companies; and (2) the large 
number of owners of small estates which 
may become buyers of such services, which 
may be supplied by the investment trust. 

A survey of the market for personal trust 
services by trust companies has been made 
by questionnaire method, and it was found 
that over 50 per cent of the replying trust 
companies regard trust funds as small as 
$5,000 to be included in the market for their 
services. On the other hand, a consider- 
able proportion of the trust companies, near- 
ly 30 per cent, declare that they have no 
desire to seek trust business with individual 
trust funds as small as $10,000; trust funds 
as small as $20,000 are out of the market 
for trust company services, according to 15 
per cent of the-trust companies, while 10 
per cent of the trust companies do not seek 
trust funds as small as $30,000, and 8 per 
cent of the trust companies do not seek trust 
funds as small as $40,000. A very small 
percentage of the trust companies do not 
regard with favor the acceptance of trust 
funds as small as $50,000. 

Using the most reliable statistics avail- 
able for the distribution of wealth among 


property owners in the United States, a 
fairly accurate estimate may be made of the 
aggregate wealth represented potentially in 
the market for trust company services as 
compared to the aggregate wealth repre- 
sented potentially in the market for invest- 
ment trust services. 

The distribution of wealth among prop- 
erty owners in the United States, as calcu- 
lated by Dr. Willford I. King, may be sum- 
marized to show the aggregate of wealth 
represented among individuals owning $1,000 
and under; the aggregate of wealth repre- 
sented among individuals owning $1,000 to 
$2,000, and so on. The last group consists 
of those owning more than $100,000, and the 
wealth of this group aggregates nearly one- 
fourth of the entire wealth of the United 
States. 

All of these individuals with wealth of 
$100,000 or more are included in the poten- 
tial market for trust company services in 
the sense that the trust companies desire and 
seek the business of furnishing investment 
services to them. On the other hand, the 
avowed intention and practical reason for 
existence of the investment trust is to serve 
the smaller investor, and so the entire 
amount of wealth represented by individuals 
owning, say, $1,000 and under (to make the 
illustration extreme) is potentially in the 
market for investment trust services. This 
aggregate represents a little over one per 
cent of the entire wealth of the United 
States. 

On the other hand, with reference to in- 
dividuals owning from $40,000 to $50,000, 
the market is divided, so that the potential 
proportion of the wealth in the market for 
trust company services is approximately 90 
per cent of the whole, and the other 10 per 
cent may be presumed to be potentially: in 
the market for investment trust services. 
Similarly, among individuals owning from 
$2,000 to $5,000, approximately 10 per cent 
of the aggregate wealth is potentially in the 
market for trust company services, and the 
other 90 per cent is in the market for in- 
vestment trust services due to the inability 
of trust companies to handle small trust 
funds. Reasoning in this way, a workable 
estimate may be made of the total potential 
market for trust company services as com- 
pared to the total potential market for in- 
vestment trust services. 

In a similar way, the total number of 
property owners potentially in the market 
for the respective services may be estimated. 

By this estimate the potential market for 
trust company services includes over two- 
thirds of the total capital market; but in- 
volves dealing with less than one-third of 
the property owners in order to sell their 
services. On the other hand, the potential 
market for investment trust services includes 
less than one-third of the total capital mar- 
ket; but involves dealing with over two- 
thirds of the property owners in order to 
sell their services. Due to the fact that 
some trust companies actively seek small 
trust funds, there is not a clear-cut dividing 
line between the market for trust company 
services and the market for investment trust 
services. They overlap, and the amount of 
overlapping is estimated to correspond 
roughly to the proportion of trust com- 
panies which -actually seek funds of the 
various sizes. In respect to the aggregate 
amount of property, the potential market for 


trust company services is two and one-third 
times as large as the potential market for 
investment trust services; but in respect to 
the number of property owners to be served, 
the potential market for trust company ser- 
vices includes only one-third as large a num- 
ber as does the potential market for invest- 
ment trust services. 

It is obvious, of course, that these aggre- 
gates representing the potential market for 
trust company and for investment trust ser- 
vices do not represent the actual market. 
The actual market is represented by the 
amount of such business which is now trans- 
acted ; the potential market is the total possi- 
bility to which such service might be ex- 
tended. For example, take the case of the 
individual in the group whose wealth ranges 
from $5,000 to $10,000. The bulk of his 
capital is probably invested in such things 
as real estate, a home, an automobile, say- 
ings account, etc. 

Ordinarily, a person’s choice would not 
lead him to sell his home in order to buy 
investment trust certificates. Nevertheless, 
the investment power is in the individual’s 
possession to the extent of the $5,000 or 
$10,000; and he may conceivably choose to 
mortgage his house in order to invest. Fur- 
thermore, that part of the market for expert 
investment services where the potential mar- 
ket is farthest out of accord with the actual 
market is the one that the investment trust 
company presumes to cultivate—the small 
investor who may choose to invest in a 
home or who may choose rather to invest 
in stocks and bonds or investment trust 
certificates. The rest of the market for 
expert investment service is already covered 
by the personal trust services of the trust 
companies. So the figures probably exagger- 
ate somewhat the importance of the mar- 
ket for investment trust certificates so far 
as the small investor is concerned. 


Competition for Services 


RUST companies and investment trusts, 
then, are seen to be offering the same 
thing, namely, expert investment service; 
but to different parts of the market for 
such services. From this point of view they 
are not competitors, for while they are sell- 
ing the same thing, each is selling to its own 
market. But suppose the investment trust 
companies grow to considerable proportions, 
as it seems probable they will, and find the 
market for expert investment services among 
owners of small funds somewhat less ex- 
tensive in the aggregate than they antici- 
pate, which is almost certainly true. Will 
not the investment trust seek to sell its ex- 
pert investment services to holders of large 
fortunes? Of course they are not opposed 
to such a sale at any time. On the other 
hand, the trust companies are actively work- 
ing on the problems of management involved 
in the handling of small trust funds, and are 
eagerly seeking a solution to the administra- 
tive difficulties involved. Perhaps the con- 
clusion may as well be drawn that trust 
companies and investment trusts are com- 
petitors, even though the difference in the 
type of market served seems to exist. _ 
The marvellous growth of trust companies 
in the United States, particularly after 1890, 
has been attributed to a very considerable 
extent to the fact that the law favored the 
(Continued on page 497) 
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The Great Unknown Quantity in. 


Wall Street 


By W. F. WAMSLEY 


Assistant Financial Editor, New York Times 


Operating in Secrecy,the Pool Is One of the Big Factors In Putting 
Prices Up and Down in the Stock Market. How the Machinery 
Works, with a Definite Plan of Campaign Drawn up Before 
The Spectacular Crashes That Have Come. 


A Move Is Made. 


T is one of Wall Street’s truest and 

most frequently repeated axioms that 

the stock market is bigger and more 

powerful than any man or group of 
men. The trend of stock market prices, 
whether upward or downward, is assuredly 
motivated by economic developments over 
which individuals, as such, have almost no 
control. 

This is quite true in respect to the major 
movements, of which the sweeping advance 
in shares of many sorts this summer and fall 
has proved an excellent example. But with- 
in these major movements are minor ones 
controlled to very material extent by indi- 
viduals or groups of individuals, literally 
representing wheels within wheels. To em- 
ploy a homely simile, a major movement in 
the stock market may be likened to the tide; 
the minor ones to waves which, although 
governed by that tide and pulled this way 
or that by its immutable force, nevertheless 
do considerable splashing about on their own 
account. 

These minor fluctuations, most of which 
go with the governing trend of the market 
at any particular time, are almost invari- 
ably the outward reflection of pool opera- 
tions. 


An Unknown Quantity 


N one shape or another, there have been 

pools since there has been a stock mar- 
ket. Just how the name originated is a 
mystery buried with the ancients who met 
under an old buttonwood tree in lower 
Manhattan many years ago and formed an 
association to deal in stocks and bonds, and 
which has evolved over the long succeeding 
years into the New York Stock Exchange, 
an international market of primary impor- 
tance. The method of operation, the profits 
or losses of those early-day associations, 
are not of record. We have, however, vivid 
word pictures of them handed down from 
generation to generation in Wall Street. 
By their very nature, pools are secret or 
sub-rosa associations. The fewer the records 
the better, for in most cases the secrecy 
with which the transactions are surrounded 
is a primary element of success. It is not 
unusual, then, that Wall Street’s written his- 
tory should be meager in detail about them. 

The first and one of the most ambitious 
Pools to get .a record of its hectic activities 
inscribed, not only in the records of the 
market but on a black page of the nation’s 
history, was the pool formed by Jay Gould 


Ewing Galloway 
A glimpse of the financial district’s 
changing skyline. Looking up Broad 
and Nassau Streets, the low building 
with columns is the old Sub-Treasury 
Building, facing on Wall Street. The 
top of the Federal Reserve Bank is 
seen in the center of the _ back- 
ground 


and James Fiske, Jr., to corner the gold 
supply in 1869, which resulted in the dis- 
astrous Black Friday of that September and 
which brought about a financial panic of 
major proportions in the wake of its col- 
lapse. Gould, Fiske and their associates 
literally “ran a corner” in gold, broken only 
when the United States government offered 
quantities of the precious metal in the open 
market to all who would buy, thus by dras- 
tic measures breaking their grip. 

Times have changed; the old pirates with 
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their slogan of “Caveat Emptor’ (Let the 
Buyer Beware) have passed on; the physical 
machinery of the stock market has been 
adjusted, improved and cleaned up; just and 
ethical methods of market operation, rather 
than piratical ones, have become the rule 
rather than the exception; rough tactics no 
longer are employed or are permitted. Pool 
operation in Wall Street has become a busi- 
ness—one might almost call it a profession. 
No odium attaches to profits garnered in 
pool operations, nor is the member of a pool 
a social outcast. The present-day pools are 
operated cleanly; smoothly, without friction, 
and usually, to the advantage of the cor- 
poration whose shares are engaged in the 
campaign, through a wider distribution of 
its stock, and generally to the advantage, too, 
of the ultimate buyer who has been attracted 
to a particular stock by the efforts of a pool. 
It might be added, parenthetically, that if 
the market winds blow in the right direc- 
tion, if the pool successfully accomplishes 
its object of distribution of stock, it is a 
tremendously profitable business, too. This 
is disclosing no Wall Street secret. 


Planning the Campaign 


O be in a position to “start and move 

and seem to feel the thrill of life along 
her keel,” the successful bull pool must be 
equipped with three major accessories: first, 
ample capital and banking accommodations 
to carry stock which is accumulated ; second, 
favorable market conditions, and by this is 
usually meant a cheerful and buoyant mar- 
ket with a great deal of public interest in 
the day-to-day fluctuations; third, a capable 
manager whose head remains cool and clear 
at all times, even when the signals of distress 
are flying. Given these three necessary in- 
gredients, it is surprising how much money 
a clever pool manager can accumulate in 
profits within a comparatively short space 
of time and how popular with the buying 
public the pool can make any given stock, 
provided, of course, the corporation whose 
shares are represented in the operation is a 
successful one with a seasoned market for 
its shares, a good record of earnings, and 
possibly of dividends, behind it. 

Most of the pools which operate in the 
stock market daily are following a definite 
plan of campaign, drawn up and agreed to 
before a “wheel has turned.” The majority 
of these associations have the object in view 
of accumulating for pool account a given 
amount of stock in a particular corporation, 
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nursing it along to a higher 
level in the price scale and 
then liquidating the pool’s 
shares, thereafter splitting 
pro rata such profits as may 
be. The operations, quite 
naturally, are speculative in 
nature. There is no as- 
surance that the 

market will not 

“go sour” and the 

pool obliged to sus- 

tain a loss. 

Another sort, also 
frequently encoun- 
tered in Wall 
Street these days, 
is the pool which 
is “making a mar- 
ket” for this or 
that corporation, 
with the object, 
possibly, of dis- 
tributing treasury 
stock for the cor- 
poration account 
in lieu of an ac- 
tual banking offer 
to the public. This 
method is becom- 
ing increasingly 
popular. 

Still another va- 
riety is the pool 
organized now and 
then to liquidate 
the security hold- 
ings of a wealthy 
individual’s estate 
for the benefit of 
his heirs. Such an 
agreement and 
arrangement fre- 
quently is necessary 
following the death 
of a very wealthy individual 
who died possessed of large 
stock holdings. 

The operations ‘of the average pool are 
not particularly involved or intricate; they 
merely appear so to the layman because 
of the secrecy which shrouds these market 
maneuvers. Two factors, however, must be 
constant: first, its banking credit; second, 
the trend of the general market. The object 
of the pool must always synchronize with 
the direction of fluctuations. The best of 
bull pools would fare badly in a bear mar- 
ket. Even under such ideally bullish mar- 
ket conditions as have existed during the 
last year or so, some of them have come 
a cropper. The percentage, however, is ex- 
ceedingly small. 

The formation of a typical Wall Street 
pool (although many of them are operated 
from exterior cities, two of the most suc- 
cessful this year having been guided from 
Detroit and Baltimore) may thus be de- 
scribed: The head of a brokerage house 
notes on the ticker tape that the shares of 
the X. Y. Z. Corporation, for example, ap- 
pear to be “behind the market.” Trans- 
actions in it are infrequent and fluctuations 
narrow. It shows little life, the buying in 
the stock from casual sources just about off- 
setting the selling. The corporation has a 
good reputation; it is financially sound; its 
output and stock have a wide distribution, 
and based on its earnings and balance sheet, 


should command a higher market price. 
(Many stocks were selling on the New York 
Stock Exchange early this year on a 10 to 
12 per cent basis.) The broker calls in 
a few friends, usually members of other 
brokerage houses or wealthy individuals, and 
they decide that the stock is worthy of mar- 
ket attention. Also that a few honest dol- 
lars may be earned by this attention. 

The average pool, unlike so many indi- 
viduals who dabble in the stock market, does 
not buy its stock and investigate it after- 
ward. It looks before it leaps. The record 
of the company is literally gone over with 
a fine-tooth comb. If the history and past 
performances are satisfactory, the next step 
usually is a contact with the corporation it- 
self, not very difficult for a banker or repu- 
table broker to make in this day and age 
of the world. The earnings outlook is dis- 
cussed with the responsible officers of the 
company, the prospects for business in that 
particular industry, changes which are like- 
ly to develop within the next few months, 
possible readjustment of the corporation’s 
dividend rate or a split-up of its shares— 
all are gone into thoroughly and exhaustive- 
ly. Admitted that the situation looks in- 
viting, the pool members next attempt to 
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possess themselves 
of a stockholders’ 
list, giving the 
names and acddress- 
es of the largest 
holders. Contact is 
attempted 
each of them, and 
in many cases op- 
tions are taken on 
the stock of the 
largest holders or 
an agreement 
reached with them 
not to sell out 
their shares within 
a specified period 
of time. If there 
is assurance that 
a pool is going to 
do some active 
“work” in a stock, 
there are few large 
stockholders who 
will not listen to 
reason and either 
option their hold- 
ings or agree to sit 
tight. 

The next step is 
the banking agree- 
ment. Most lend- 
ing institutions are 
perfectly willing 
to take Stock Ex- 
change collateral in 
their portfolios at 
80 per cent of its 
market value, es- 
pecially these 
days of 3% to 4 
per cent call 
money. With this 
agreement in hand, 
the pool has but 
20 per cent of its 
purchases to pay 
for in cash. The 
agreement is ready 
for signatures, the 
members having selected a manager who is 
either one of their own number, detailed 
for the task, or an outside professional (of 
which Wall Street has many), who ex- 
changes his services for a percentage of the 
pool’s profits. 

The number of members varies, of course, 
with the magnitude of the operation in pros- 
pect. The average is probably five. Some- 
times firms assume the responsibility, but in 
most cases the risk becomes an individual 
one. I know of one very successful pool 
which has operated in a leading Stock Ex- 
change security this year which had eighteen 
active members, among whom a profit of 
slightly more than $2,500,000 has just been 
distributed pro rata. Its operations, how- 
ever, were on an extraordinarily large scale 
and the security a high-priced one. 

The law is next invoked. The attorney 
is a specialist in pool agreements, and be it 
known that there are Wall Street attorneys 
who engage for no other tasks—and do very 
well by their specialization, too. The agree- 
ments are formal ones, the gist of years 
of experience in stock market operations. 
Very few of them have ever come to light 
in a court of law, but like the Texan’s fence. 
they are “horse high, pig tight, bull strong.” 


The best pool 
operators house 
themselves as 
high above the 
street floor as 
possible 
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This agreement specifies that the member 
of the pool whose name is affixed on the 
dotted line agrees to contribute his propor- 
tionate share of the funds to be raised to 
furnish the pool its sinews for the financial 
compaign; he agrees that the pool manager 
is to have entire freedom of judgment and 
decision in buying and selling stocks; he 
agrees to offer no stock of this particular 
corporation in the market, except such items 
as may come to his firm from customers in 
the ordinary course of business; he agrees, 
finally, to maintain absolute secrecy about 
the operations. Pools ordinarily have a life 
of ninety days, subject to an extension of 
ninety days by agreement. 


Running the Pool 


ITH the preliminaries out of the way, 

the pool manager is ready to grab the 
reins and leap to the saddle. Usually his 
operations are directed from an inconspicu- 
ous office highup in a Wall Street skyscraper 
which has no name on the door and which 
is inaccessible to visitors. It is a curious 
fact, but one that is nevertheless true, that 
the best pool operators house themselves as 
high above the street floor as possible. They 
want to be alone with their tickers. Having 
opened various brokerage accounts, either 
under his name or a number, and having had 
his little office equipped with a stock ticker, 
a news ticker and a “banana stand” of tele- 
phones which lead directly to the desk of 
his brokers, the pool manager is all set 
to go. : 

We will say, by way of illustration, that 
the stock of the X. Y. Z. Corporation is 
selling at $35 per share and that the pool 
now ready for operations is a “50,000-share 
pool,” as many of them are. It will be as- 
sumed that the members, in their contact 
with the corporation itself and its largest 
stockholders of record, have unearthed stock 
which may be bought at $35, $36, $38, $40, 
and on up to $45, and on which purchasing 
options, at these prices, have been secured. 
Possibly these will amount to 20,000 shares, 
and the pool manager has now before him 
the task of acquiring the remaining 30,000 
at the best possible price and without at- 
tracting market or public attention. This 
is the stage of accumulation in the operation. 

It is not at all unusual for a new pool 
starting out to sell considerable stock. It 
thus feels its way along, testing what the 
market will “take,” experimenting with its 
width and depth, and possibly knocking the 
quotation down a point or so with sudden 
offerings “at the market.” |©Weak-kneed 
speculators let go of their holdings easily. 
Sometimes this period of accumulation may 
be spread over a period of weeks, because at 
this stage of the proceedings the pool man- 
ager wants no company. He would rather 
see the stock decline than advance. Once 
the pool’s “line” is assembled and accumu- 
lated, the picture changes—and suddenly. 

The operator is ready to bring the stock 
out of the doldrums and “give it a whirl.” 
This is easily accomplished by sudden and 
good-sized buying orders, which literally 
“clean the books” of the specialist. With 
no large selling orders hanging over the 
market, he is now able to place scale orders, 
that is, good till canceled orders for, say, 
500 shares of the stock every quarter point 
up. It is in this accumulation stage that 
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A recent view looking down Wall 
Street toward Trinity Church on 
Broadway. The structure behind the 
church is the New York Curb Market 
Exchange Building 


the skill of the pool manager meets its most 
severe test. He must get his stock as cheap- 
ly as possible, he must keep it moving, and 
still keep his market within reasonable 
bounds until the purchases have been com- 
pleted. Then, and only until then, does he 
set out deliberately to “popularize” the shares 
in which he is dealing. One of the boldest 
and most successful market operators of this 
generation once declared the most advan- 
tageous advertisement any stock can have 
is its own activity on the tape. It will get 
itself talked about soon enough and bring 
into the market that vast fraternity always 
on the lookout for a stock in which there 
is “action.” 


Buying Four and Selling Two 


ANY of the most successful operators 

in the Street follow the simple rule 
of buying four shares to every two sold in 
the accumulative period, and reversing the 
process by selling four shares and buying 
two when distribution is under way and the 
pool is liquidating. These, of course, are 
merely the ratios. He may deal in 25,000 
shares of stock, in and out, in the course 
of a single active trading day. The success- 


ful pool operator “knows his market.” He 
must. He is faced by a new set of condi- 
tions at 10 o’clock each morning, not only 
in respect to the market as a whole, but in 
a measure conditions in the industry in 
which his company is engaged and develop- 
ments within the company itself. He must 
keep abreast of them and stand ready to buy 
or sell, in copious quantities, as these condi- 
tions warrant. 

In the meanwhile, assuming that the op- 
erations of the pool have been successful 
thus far, the general public has become in- 
terested in the stock, as it always does in 
any security which exhibits exceptional 
buoyancy. He is getting company and help 
in doing what he set out to do—the gradual 
marking: up of the price of the stock. It 
may be assumed in this particular illustra- 
tion that the objective of the movement is 
$50 per share, and that this point is reached. 
His course now is to “sell on balance,” and 
to finish each day with less stock than when 
he started. The securities market is so wide, 
there is such general and widespread interest 
in all parts of the country in active stocks 
that this frequeritly is the simplest part of 
the task. The selling is usually in compara- 
tively small lots, that is, 100 to 500 shares, 
and as wide distribution is secured as possi- 
ble for them. It is to the advantage of the 
corporation, as well as the pool, that these 
shares “stay put.” With its holdings liqui- 
dated, a process which sometimes takes a 
great deal of time and patience, and is meas- 
ured largely by the temper of the market, 
nothing remains for the pool but to wind up 
its affairs, distribute such net profits as it 
has been able to acquire, and retire grace- 
fully from the scene. 

That, sketched roughly and crudely, is the 
physical machinery employed by the aver- 
age stock market pool. Technique differs 
greatly in each case, of course. The system 
of distribution of securities via the stock 
market, however, does not vary greatly, in 
principle at least, from this illustration of 
the method of operation employed in put- 
ting the shares of the X. Y. Z. Corporation 
from $35 to $50 per share. It may be multi- 
plied by hundreds in the course of a year’s 
market activities. Many leading issues on 
the Stock Exchange are benefited by what 
may be called “perpetual pools,” that is, the 
activity of brokers who are working in the 
interest of particular corporations see to it 
that there is a market constantly “made” 
for the shares in order that one who comes 
to the market to sell will find a ready buyer 
and will not be obliged to sacrifice his hold- 
ers, and that prospective purchasers always 
are accommodated with a free offering of 
the shares, in almost unlimited quantities, at 
the then market price. Just how much of 
the turnover of stock each day on the Ex- 
change is for pool account, and what per- 
centage of the buying and selling is specu- 
lative, it would be difficult to say. The dis- 
tributive machinery, however, grinds on 
ceaselessly, and much of its output finally 
becomes permanent investment. 


Pools That Crashed 


iv is peculiarly unfortunate that the his- 
tory of pool operations seldom comes to 
public knowledge unless they are disastrous- 
ly unsuccessful, because of the fact that the 
(Continued on page 481) 
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A Financial Center in the West 


By OSCAR H. FERNBACH 


Financial Editor, San Francisco Examiner 


San Francisco Has a Stock Exchange on Which the Value ot 
Securities Dealt in Daily Is Exceeded Only by New York. Call 
Money Market Is to Be Started in 1928. Curb Market Estab- 
Striking Financial Development. 


lished a Few Months Ago. 


AN FRANCISCO as a financial cen- 

ter is growing more and more im- 

portant. Until a few years ago it 

was far overshadowed by the titanic 
banking and business combinations of New 
York. Any comparison would have been 
ridiculous. Today, however, San Francisco 
can talk about itself within earshot of 
Gotham and gain a respectful audience. 
The fact is that Gotham is talking about 
San Francisco. 

The talk concerns the importance of a 

stock exchange in which the value of shares 
and of bonds dealt in daily is exceeded in 
amount only by the trading on the New 
York board, and in which mem- 
bership is now appraised at over 
$100,000 as against $30,000 for 
a seat two years ago. It con- 
cerns the expansion of banks 
and of banking business in San 
Francisco, and throughout Cali- 
fornia, until the leading finan- 
cial institution of San Francisco 
ranks third, in number of de- 
posits, in the list of all the banks 
in the United States, and first 
in the total capital and surplus 
of itself and its affiliated bene- 
ficiary. The talk concerns the 
impending development of a call 
money market and of a discount 
market in bankers’ acceptances. 
Finally, it concerns a curb mar- 
ket which, functioning only a few 
months, is about to be materially 
enlarged through a consolidation 
of the two exchanges hitherto 
existing in this city. 


The San Francisco Stock and Bond Exchange in session the 


HE development of the Bank 

of Italy and of Bancitaly Corporation, 
the phenomenal growth of its enterprises 
and of its resources, and the profits accru- 
ing to the stockholders must be postulated 
as among the primary causes for the recent 
enormous increase in the business of the 
San Francisco Stock and Bond Exchange. 
Two years ago the trading, led by the 
activity in Bank of Italy and Bancitaly 
Corporation stocks, spread rapidly to growth 
of purchase and sale of securities of many 
other California corporations, solid but 
hitherto more or less dormant from the 
market point of view. 

The spirit of investment, whose spark was 
kindled in the public here as elsewhere a 
dozen years ago through the Liberty Loan 
campaigns, now became well ignited, glowed 
brighter and brighter, and finally burst into 
a flame which ever since has spread in San 
Francisco and in California. Brokers who, 


with some few exceptions, had been doing 
but a modest business, became opulent. New 
firms, with ample capital, sprang into ex- 
istence. Eastern houses sent their repre- 
sentatives to examine into the situation. As 
a result nearly every important investment 
banking firm in the United States has a 
San Francisco office. Their palatial suites 
feature the tenancy of San Francisco’s sky- 
scrapers, some of which have only recently 
been built in the financial district as a re- 
sult of the increasing activity. The local 
houses as well have in most instances great- 
ly enlarged their quarters. Not a few of 
them have purchased seats on the New York 


Stock Exchange in addition to their mem- 
bership on the San Francisco Board. 


HE development of branch banking in 

California has awakened the local pub- 
lic to the value of investment in bank stocks. 
Today the capital and surplus of the Bank 
of Italy and National Bankitaly Company, 
its beneficiary companion, exceed $200,000,- 
000. The deposits of the Bank of Italy are 
inferior only to those of the National City 
and of the Chase National. The American 
Trust Company, the Anglo London and Paris 
National, the Crocker First National, and 
the rest of San Francisco’s banks are rapid- 
ly growing, and their stocks soaring on the 
exchange. California public utilities, headed 
by Pacific Gas & Electric Company and the 
Pacific Telephone & Telegraph Company are 
enjoying splendid development, and are fea- 
tured by the great increase in customer and 
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employee ownership of their securities. In 
the past two years a large number of suc- 
cessful industrial institutions have been in- 
corporated, and their securities, actively 
traded in, have in some cases doubled and 
tripled in value. Among them may be cited 
the Caterpillar Tractor Company, the Zeller- 
back Corporation, the Paraffine Companies, 
Inc., Illinois-Pacific Glass Company. Space 
does not permit of a detailed enumeration. 

The brokerage houses are now crowded 
daily. The butcher, the baker and the 
candlestick maker, the housemaid and the 
elevator boy—all classes, it seems—are in- 
vesting. 

That all of these conditions 
should have revolutionized stock 
exchange methods in San Fran- 
cisco is but natural. To give an 
idea, briefly, of the changes that 
have taken place, it must be 
mentioned that the typical name 
of “San Francisco Stock Ex- 
change,” with all that the title 
would imply to an outsider, up 
to the present time has been 
owned by an institution which, 
since the wane of the old min- 
ing days with their attendant 
hectic trading, has merely eked 
out a precarious existence. The 
real San Francisco market for 
years past has centered in the 
San Francisco Stock and Bond 
Exchange. There the solid Cal- 
lifornia securities have long been 
listed, and in addition a num- 
ber of unlisted securities have 
been dealt in. The business of 

old exchange has chiefly 
been confined to “penny-ante” 
mining stocks. 


YEAR ago the enormous increase in 

business caused the San Francisco Stock 
and Bond Exchange to pass from the call 
system to that of post trading. Under the 
presidency of Sidney L. Schwartz, one of 
the partners of Sutro & Co., who for a 
number of successive terms has guided the 
destinies of the Exchange, efforts were made 
from time to time to acquire the name of 
the San Francisco Stock Exchange and to 
eliminate it as even a mere nominal rival. 
Fraught hitherto with failure, those efforts 
are at last to be realized. A few months ago 
the San Francisco Stock Exchange estab- 
lished a curb market in the hope of reviving 
business of which, outside the trading in 
mining shares, had long been absorbed by 
the “big” exchange. 

(Continued on page 501) 
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What the Future Bank Must Be 


By A. P. GIANNINI as told to REUBEN A. LEWIS, JR. 


The United States Has Witnessed Only the First Stages In the 


Movement Toward Broadened Bank Service. 


The Bank of the 


Future Must Be Equipped to Supply All of the Financial Needs 


of the People 


NE of the most definite changes 
that has taken place in American 
banking during the past few years 
has been the trend toward broader 
service, as provided by the departmental 
banking. Instead of a bank confining itself 
to a single function, such as doing a sav- 
ings business, making only commercial loans 
or acting in a fiduciary capacity, we now 
find a single institution offering all of these 
services—and a great many more—under 
one roof. This spreading out has earned 
for the modern bank the popular description 
of “a department store of finance.” 

While we have already witnessed the first 
stages of the movement toward broadened 
bank service, I am willing to venture the 
prediction that the bank of a few years 
hence will be as much different from that 
of today as the bank of 1927 represents an 
advance over the bank of a few years ago. 
The bank of the future will be equipped to 
supply all of the financial needs of the peo- 
ple in the safeguarding, investment and re- 
investment of their funds. 


An Expert on Money 


are what institution—one may properly 
ask—should be in as good a position as a 
bank to advise the people how they can 
build up an estate, make a suitable invest- 
ment, protect their property through ade- 


quate insurance and finally see that their . 


estate is distributed to carry out their de- 
sires? Why should banks send their cus- 
tomers to other institutions for these finan- 
cial services when they are in an ideal posi- 
tion both from the standpoint of convenience 
to the public and profit to themselves, to 
supply them themselves? It is merely a 
question of time until banks establish addi- 
tional departments, functioning as counsel- 
lors to the customers, in matters other than 
investment in securities. For what institu- 
tion has a better idea of sound values of any 
sort in a community, than the bank? In 
handling loans, the officers are constantly in 
touch with the changing business situation, 
and know which firms are making a go of 
it, and which are not. And by the same 
token bankers know which insurance com- 
panies are financially strong and well man- 
aged. The average individual knows little 
of what resources are behind his policy but 
the banker does. After the great San Fran- 
cisco fire, some fire insurance companies 
paid 100 cents on a dollar, while others paid 
forty cents and even less. The discriminat- 


ing knowledge of what insurance companies 
are strong and dependable would mean that 
the policies would be placed with companies 
meriting this confidence. 


The banker, by 


Prophecy 


OOKING ahead, Mr. 

Giannini—the chairman 
of the Advisory Committee 
of the Bank of Italy Na- 
tional Trust and Savings 
Association of San Fran- 
cisco, foresees a number of 
changes that he thinks are 
destined to come to banking. 
There may, and undoubted- 
ly will be, many whose point 
of view will be in positive 
disagreement but these are 
the views of one man, whose 
achievements in banking, 
make the prophecies and 
opinions worthy of con- 
sideration. 


his superior knowledge of finance and credit, 
is in a superior position to serve the people 
in meeting their financial needs. 
Recognition of this fact is resulting in 
the growing use of the bank and trust com- 
pany in all trust capacities; the individual 
investors are looking more and more to the 
banks for the purchase of suitable securi- 
ties; and the further development of this 
practice to all financial transactions involv- 
ing the investment and reinvestment of 
funds is certain to come. The banks should 
be far-visioned enough to see it and prepare 
for the-day of this broadened bank service. 
In my opinion the bank of narrow service 
and restricted activities is going to fall be- 
hind the onward moving procession. The 
American standard of banking service has 
gone beyond the one-function institution. 


Bankers Must Specialize 


HILE I can envision the gradual ex- 

pansion ofa bank’s activities, I likewise 
foresee the necessity for the individual 
banker specializing and concentrating on his 
particular field. This is truly an age of 
specialization and the bank is—or should be 
—an expert on all’ things pertaining to 
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in Safeguarding and Reinvesting their Funds. 


The banker must be able 


money and credit. 
to not only tell the people how to save 
money, how to make it work safely and 
profitably, how to protect it and finally how 
to make his accumulated dollars carry out 
the desires of their owner when -he passes 
on, but he must be equipped to do this bet- 


ter and better. It is not possible for any 
one individual to be an expert on all things. 
The day of the jack-of-all trades in the 
financial world has passed and with the ever- 
increasing perplexities of business, the 
premium that knowledge carries in any one 
field is growing larger year -by year. 

The reason that the large institutions are 
making a success is that they are able to 
pay the price for the best brains that are 
available. Good banking is the result of 
good management; and good management 
comes from hiring the best men that can be 
had in any particular field. That is the 
secret of the success of the Bank of Italy— 
picking the best talent and paying what it 
is worth. We seek the best man possible for 
a particular job and pay him enough so that 
he can concentrate on the one thing. One 
inflexible rule is that no person who works 
for the Bank of Italy can have any outside 
interests. He just gives his whole, undi- 
vided effort to the job. When a man has 
outside interests, he gets worried about them 
and cannot do justice to his main undertak- 
ing. To get this wholehearted service, a 
bank must pay the man enough to take care 
of his immediate needs and allow him to 
build up a competency. This is the reason 
that we believe in big salaries for big 
brains ; and why we set up the profit-sharing 
system under which the men who work in 
the bank will eventually own it. Our system 
makes them rich; my only fear is that they 
will make so much money that they will 
want to quit working. 

In preparing for the day of broad bank 
service, the bankers of the country must 
develop experts in the various fields of 
money management—so they can serve their 
communities as they should. Bankers to 
whom I have confided my views as to this 
coming development appear to be as certain 
as I am that it is a logical development. 


Views on Branch Banking 


HAT is logical and sound in an eco- 

nomic sense is bound to come. It may 
be resisted and its coming retarded a bit 
but ultimately it will obtain. That is the 
way I feel about interstate or regional 
branch banking. Naturally the country 
banker does not like to hear that branch 
banking is going to be adopted on a wide- 
spread scale, because he thinks that this 
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means he is going to lose out. But the 
spread of branch banking does not neces- 
sarily mean that. If I were a country 
banker today, I would do what I could to 
encourage the passage of laws that would 
make it possible for me to sell my bank 
to a large institution desiring to establish 
a system of branches. More money has 
been made by the individual bankers in Cali- 
fornia in selling their banks to the Bank of 
Italy than they could ever have made by 
operating the banks as a unit. As an exam- 
ple, one unit banker sold out to us two years 
ago for $780,000. Today his stock in our 
bank, which he received for his holdings, 
is worth more than $1,000,000. 

It has given new opportunities to country 
bankers. We have a number of men, who, 
as presidents or vice-presidents of small, 
independent banks, were drawing only $250 
or $300 a month, are getting $10,000, $12,000, 
$15,000, $18,000, $20,000 and even $25,000 
a year as officers under the branch banking 
order. The communities in which they live 
are getting financial accommodations that 
the unit banks could never have extended to 
them. Instead of fearing the spread of 
branch banking, the alert country bankers 
should welcome it in their own interests. It 
has always been the practice of the banks 
seeking branches to make liberal offers for 
the banks they wish to acquire and to re- 
tain the officers and employees in virtually 
the same positions. While the bank and its 
branches are directed by one management, 
each branch is operated with special refer- 
ence to local needs and requirements. So 
summing up the effect of branch banking 
on the individual bank, we find the small 
banker is able to double or treble the value 
of his stock holdings, obtain higher divi- 
dends on his shares than before, retain the 
same good position in the bank and conduct 
the operations of the bank with greatly in- 
creased credit facilities without the night- 
mares and worries that used to assail him 
as an individual banker in times of tight 
money or financial stringencies. 

At times when I have talked of the pos- 
sibilities of nation-wide branch banking un- 
der uniform banking laws, the suggestion 
has been made that such a banking institu- 
tion would be so big that it would be “un- 
wieldy.” There is no such thing as “un- 
wieldy” in big business today. It would be 
no more difficult to run a branch bank in 
any city throughout the country than it is to 
run a Woolworth branch store. Does any- 
one claim that Woolworth finds the man- 
agement of his branches “unwieldy ?” 


Day of Big Scale Business 
in America 


T is only since the fall of 1909 that the 

Bank of Italy has engaged in branch 
banking but the results that have been ob- 
tained and the developments that have come 
since that time have merely confirmed my 
opinion that the business and resources of 
this country can be developed only by a sys- 
tem of banking that will mobilize capital and 
credit and keep it flexible so that it can be 
shifted from place to place where it is 
needed. This is the day of big combinations 
and big volume. It will become increas- 
ingly hard for the small banks to meet the 
requirements of big scale business. 


It is my belief that the time will eventually 
come when we will have nation-wide branch 
banking. While the idea is gaining head- 
way and the opposition is lessening, there is 
no indication that it will come soon—for 
the states show no disposition to change 
their laws to give their sanction to interstate 
banking. We would not have had the great 
epidemic of bank failures such as we have 
witnessed during the past six or seven years 
in the middle west and western states if 
there had been one great financial institution 
say in Chicago, with branches located 
throughout those states. The better man- 
agement, the larger margin of safety that 
big capital permits, and the diversity of in- 
vestments and loans that the big bank would 
have had would have prevented these wide- 
spread suspensions. 

I do not say that even a state-wide branch 
banking system would work successfully in 
all parts of the United States, because where 
a state is dependent on a single crop or on 
one class of industry, there is not the spread 
in the risks that there should be. If there 
should bea crop failure or a bad depression 
in that one industry, the bank would have a 
difficult time of it. 

In expressing the opinion that the middle 
western states would be better off if they 
were served by branches of some great in- 
stitution located in Chicago, I think I should 
make it clear that the Bank of Italy inter- 
ests have no intention of entering this field. 
There is still enough to be done in Cali- 
fornia and in Greater New York to keep us 
fully occupied. You know I am planning to 
retire in 1930 when I reach the age of sixty 
—that is I shall go off the payroll of the 
Bancitaly Corporation just as I have done in 
the case of the Bank of Italy—and there is 
much to be done in the meantime, both in 
California and in New York City. By re- 
tirement, I do not mean that my interest in 
banking will cease. I probably have worked 
just as hard for the Bank of Italy as Chair- 
man of its Advisory Committee as I did as 
president, but I haven’t drawn any salary. 


Philosophy on Riches 


GREAT many people have expressed 

amazement at my philosophy as to money 
and riches. I have no desire to get rich and 
I have tried hard to keep from becoming a 
millionaire. In making such a statement, I 
realize that some may question my sincerity. 
It is no secret that the Bank of Italy wanted 
to pay me two or three times as much sal- 
ary as I drew when I was the active head of 
the bank, but I would not accept it. As 
president of the bank that had more than a 
quarter of a billion dollars in resources I 
did not make as much money as I did when 
I was a member of the firm of L. Scatena 
and Company, engaged in the produce busi- 
ness in San Francisco, before I went into 
banking. While I have made fortunes for 
others around me, I have worked without 
thinking of myself, and this probably has 
been the largest factor in whatever success 
I have attained. . 

Why should I be foolish enough to pile 
up several millions of dollars and make my- 
self heir to all the worries that such a large 
fortune brings? What would I gain from 
it? If I were a millionaire I would not live 
any differently from what I do today. I 
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would wear the same clothes, I would eat 
the same food and live in the same sur- 
roundings. I have enough to be comforta- 
ble and provide what my family needs—go 
why should I work myself up into a frenzy 
seeking to amass million after 

What sense would there be in it? 

Frankly, I cannot understand the philoso- 
phy of the man who lets the craze to make 
millions for himself dominate his whole 
thought and aspiration. After he gets one 
or two million, he becomes obsessed with 
the mania to add another. And so on. Then 
he starts worrying about losing what he has 
accumulated. As all of us know, he cannot 
take it away with him. 

Why should I want to leave a lot of 
money for other people to spend after I am 
gone? Don’t you think that I can spend it 
myself with more profit and better effect 
while I am living? Large bequests have 
done more to handicap the children of rich 
men than they have helped—so why should 
I wish to deprive my children and kin of 
the ambition and incentive to do something 
to get ahead—and to help make the world 
a better place to live in? 

Another thing in which I firmly believe 
is giving the other fellow a chance to rise 
to the top if he has the ability. As you 
probably know, we have a policy of rotation 
among the senior officers in our own bank 
so that we have a new president of the Bank 
of Italy every five years. James A. Baci- 
galupi, who now holds the position of presi- 
dent, has served about half of his term. In 
about two years and a half, he will be suc- 
ceeded by the next in line and the scheme of 
rotation will go on. When any man knows 
that he has a chance to go on up the ladder, 
instead of having to wait for the chief to 
die before he can hope for advancement, it 
stimulates him to concentrate on his job and 
to achieve something. If a man would be a 
success, let him concentrate on his job—this 
is the advice that I give to those who ask 
me how they can succeed. 

By the same token, the employer might 
create a situation where a man will be as- 
sured that he will be paid amply if he con- 
centrates on his job and makes a success of 
it. In order to do his best work, he must 
be free from personal financial worries and 
assured that he will share in the profits 
which the institution makes. In recognition 
of this, the Bank of Italy pays its officers 
enough so that it will not be necessary for 
them to have any outside interests and sets 
aside annually 40 per cent of the net profits, 
after paying expenses and dividends, for the 
purpose of purchasing stock for the em- 
ployees. Under this profit sharing arrange- 
ment, it will not be long before the bank 
will be actually owned by the people, who 
are working in it. 


What a Bank Should Be 


M* conception of a bank is that of a 
great public servant, an institution that 
is being run in the interest and for the wel- 
fare of the people, rather than for the pur- 
pose of advancing the personal fortunes of 
its officers and a few large stockholders. 
We, as bankers, should be mindful of the 
fact that the bulk of our profits comes from 
handling the people’s money. It is severab 
(Continued on page 495) 
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As Cartoonists View Events of the Day 


“Now, Watch Your Step!”—Sykes in the New York Evening Post Giving Him a Real Job—Shoemaker in the Phoenix Republican 


THE OUTLOOK 


a 
PROSPEROUS 
1927 


AMERICAN 
BUSINES s 


Beginning to Look Like Her—Carmack in the Boston Christian “The Marks Indicate Continued Prosperity.”—Morris in the 
Science Monitor Passaic Daily News 
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Higher Levels in Prosperity? 


VERY remarkable review of progress in national 

efficiency has been made by E. Dana Durand, 
Chief of the Division of Statistical Research, Bureau 
of Foreign & Domestic Commerce. The importance 
of the findings are emphasized because the progress 
discussed “marks a trend which we may well consider 
of a permanent character.” 

Some of the most salient findings are these: 

“Between 1899 and 1925 the output of agricultural 
products increased about 47 per cent, that of mining 
about 248 per cent, and that of manufacturers about 
178 per cent, while the volume of railway service in- 
creased by 199 per cent. The weighted total for these 
four branches of industry shows an increase of 140 per 
cent for the quarter century. Meantime population 
had grown only about 55 per cent, so that per capita 
output rose also by about 55 per cent.” 

And this addition of 140 per cent was achieved by 
adding only 34 per cent to the number of workers; 
hence there was a gain per worker of nearly 80 per 
cent. 

If the reduction of workers in these four branches 
had meant unemployment “the great gain in output 
would have been impossible, since it could not have 
found a market.” 

The average working time in all branches of indus- 
try considered together has been reduced 15 per cent, 
but wages have nevertheless increased and the work- 
ers’ buying power was 35 per cent higher in 1925 than 
in 1914, 

The basic causes of our prosperity are the resources 
of the country, untaxed by excessive population, and 
the energy, intelligence and attitude toward work of the 
producing population. 

“These basic causes of economic progress translate 
themselves into a number of more specific and directly 
working causes,” says Mr. Durand. “Among these 
may be mentioned especially the advance in education, 
scientific research, and invention; the growing use of 
mechanical power, machinery, and other forms of 
capital; the larger scale of production; the conscious 
and concerted effort to eliminate waste and reduce costs ; 
the high scale of wages, with consequent general high 
buying power; and the relative stability of prices, 
money, and credit.” 

The attitude of the worker toward his work is the 
dividing line between efficiency and lack of efficiency— 
between prosperity and lack of it—and after that atti- 
tude comes the equipment with which he works. 

On this point, we have figures of immense inter- 
est. The mine worker is aided by $10,000 worth of 
capital, the factory employee by $5,000 of capital, the 
railroad worker by more than $8,000 of capital, and 
on the average each factory worker has the aid of 4.3 
horsepower of prime movers. 

Added to all this is the abundance of capital and 
the soundness of currency and banking system which 
have facilitated business with ample credit at low and 
stable rates. 

This condition of efficiency and prosperity, the De- 
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partment thinks, is not a passing phase. No recession 
is looked for. On the contrary, the Department has 
reason to believe that progressively higher levels will 
be attained. 


Impressing the New Bank Director 


HE Economic Policy Commission of the Ameri- 

can Bankers Association in its report to the 
Houston Convention, discussing the causes of bank fail- 
ures, laid particular stress on the responsibilities of 
directors. “The organization of unnecessary banks,” 
said the Commission, “would be a far less easy matter, 
and the management of banks would be subjected to 
more steady and effective supervision, if the responsi- 
bilities involved in the acceptance of the position of 
director were more generally realized.” 

The Banking Division of the Minnesota Department 
of Commerce mails to every man who becomes a bank 
director a circular that is in many respects a model of 
forcible and direct presentation. From it we quote: 

“The stockholders of your bank elected you a direc- 
tor for one or all of three or four reasons; they had 
confidence in your business ability and judgment, your 
business-getting ability for the bank, or as a recogni- 
tion of your standing in the community. 

“They did not intend, when they so honored you, 
that you serve purely in an ornamental capacity. It was 
their expectation that you ascertain the nature of the 
obligations which you assumed when you accepted your 
office, and that you discharge these obligations until 
you had ceased to be a director in the bank. 

“After the stockholders’ meeting was over, the 
Notary Public came in and you took the oath of office. 
You signed some sort of a paper. Did you ever after- 
ward endeavor to determine the nature of this curious 
document, and find out what your responsibilities and 
duties were, whether specified by law or implied? 

“If you do not know what your duties and re- 
sponsibilities as a director are, find out or resign from 
your board of directors. If, after finding out, you are 
unwilling to perform the duties or accept the responsi- 
bilities, resign from the board. You owe to yourself 
the debt of doing one or the other. There is no safe 
middle course. 

“As a stockholder in a bank you are liable in case of 
trouble, for the par value of the stock that you own. 
As a director, however, you have a financial responsi- 
bility in addition and beyond your stockholders’ liability. 
If it can be shown that as a director of the bank you 
did not exercise such caution, judgment and diligence 
as prudent men exercise in the conduct of their own 
business, then you are financially responsible, individu- 
ally and collectively as a board to the stockholders and 
depositors of the bank.” 

The foregoing is only the introduction to a dis- 
course on the duties and responsibilities of the direc- 
tor which discussion is clear enough and plain enough 
to make the reader a good and a safe director, if he 
will but take it to heart. 

The attitude of the Minnesota Department, as ex- 
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pressed in its circular of instructions should, and no 
doubt will, soon become the universal attitude, not 
merely as an ideal condition to be striven for but as an 
actuality that must be maintained. 
The slogan, with regard to bank directors should be— 
Serve or sever your relations! 


The Seligman Investigation of Installment 
Selling 


HERE has just been published in two volumes the 

results of an investigation of installment selling, 
made during a period of eighteen months by Professor 
Edwin R. A. Seligman of Columbia University, and a 
staff of assistants. Though the investigation was made 
with special reference to the motor car industry there 
were of necessity ramifications of the study into other 
fields where time payments are a feature of merchan- 
dising. 

Professor Seligman sees no reason for concern over 
installment selling. On the contrary he finds install- 
ment selling a stabilizer for industry, and for the indi- 
vidual who purchases on the installment plan an incen- 
tive to look ahead, and a prompter to better and more 
intelligent planning of his personal affairs. 

Among the conclusions reached as the result of this 
investigation are the following, none of which is more 
interesting than that relating to frozen credits be- 
cause it is at variance with the popular view that if 
employment stops, payments must cease: 

Frozen credits are not a concomitant of installment selling. 
The theory that a business depression would be considerably 
aggravated by outstanding consumers’ credits is not confirmed 
by investigation. An elaborate study of the situation in a period 
of almost complete depression caused by the coal strike in east- 
ern Pennsylvania a few years ago showed that there was even 
an advantage in installment credit over general bank credit. 
It showed that it is precisely in bad times that bankers are 
compelled to continue to extend credits of doubtful soundness, 
whereas in installment credit the volume of outstanding paper 
diminishes constantly. 

Installment selling has increased production, stabilized out- 
put, reduced production costs and increased purchasing power. 
_ There is no fixed saturation point in progressive society, no 
limits to the growth of demand. If the possibilities of output 
are boundless, the possibilities of consumption are still more so. 

Installment credit is beginning to do for the consumer what 
the gradual development of the commercial banking system has 
done for the producer. If the credit is restricted to the proper 
commodities, under proper management, it will gradually throw 
off its abuses and will stand forth as one of the most signal 
contributions of the twentieth century to the potential creation 
of national wealth and national welfare. 

The investigation showed that there were abuses 
attending installment buying and selling, just as there 
are abuses and lack of judgment in the application of 
any new practice or the elaboration of an old practice 
of a limited application into a new one of general use, 
but these Professor Seligman regards as incidental 
and sure to be corrected. 


Mr. Gilbert’s Note 


HE regret is not that S. Parker Gilbert, Agent- 

General of Reparations wrote a sharp note to the 
German government warning it that Germany was 
spending too much money and committing itself to 
expenditures which in the present circumstances are 
extravagances, or worse. The regret is not that 
he wrote it, but that circumstances compelled him to 
give warning in unequivocal language that either there 
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must be a change in German official expenditures or an 
economic crisis. 

“If present tendencies” he said, “are allowed to con- 
tinue unchecked the consequence is almost certain to 
be serious economic reaction and depression, and a 
severe shock to German credit, at home and abroad. 

“The remedies consist primarily in reversing the 
present tendencies toward over-spending and over- 
borrowing, and applying instead a regime of strict 
economy and of ordered public finance. These are the 
remedies which lie largely in the hands of the German 
government, and, if they will act promptly and effec- 
tively, the Reich and the other public authorities will 
have it in their power to prevent a crisis.” 

How much real progress Germany has made only the 
historians can accurately determine because as Mr. 
Traylor expressed it in the President’s address at the 
recent convention of the American Bankers Associa- 
tion, “Germany has borrowed more from us since the 
adoption of the Plan than she has been compelled to 
pay to her debtors and consequently she has had no 
difficulty in raising the money or in making the 
transfers.” 

There is no disposition on the part of Germany’s 
most prominent financier, Dr. Hjalmar Schacht, 
president of the Reichsbank, to dispute the Agent- 
General of Reparations. In public utterances he stands 
with him and warns the German nation of economic 
dangers. 


German Bonds and Reparations 


HE freest foreign borrower in the United States 

during the past two years having been Germany, 
and the largest buyer of foreign securities having 
been American banks, there is naturally a lively inter- 
est on their part in the controversy over approaching 
German reparations payments and the slump in Ger- 
man municipal and corporation issues. It is a unique 
experience for the United States to have a representa- 
tive in Berlin and sitting, so to speak, on the financial 
throne of Germany, as S. Parker Gilbert is now doing. 
His edicts to the German rulers have a sort of royal 
tone but they have been received with humbleness and 
appreciation and viséd by no less a person than the 
head of the German Reichsbank. 

The supply of German dollar bonds being liberal, 
the return on German bonds being ample, and the 
earnings of American banks from the present rates of 
interest being low, the most natural procedure has been 
to invest bank funds in Germany. Until a month or 
so ago the German list showed a profit on practically 
every issue that had been placed here. Subsequently, 
fears of the future of German payments on borrowings 
in the United States and the unfavorable reception 
given to several new German issues, changed the 
current, and prices today show the effect of widespread 
liquidation. 

We have no doubt of the ability and purpose of 
Germany to pay her external obligations. If it is neces- 
sary for revisions to be made so that these payments 
may be carried out they will be compelled by the gov- 
ernment. An excess of supply and an overappraisal 
of the value of new issues have had as much to do with 
depressing prices as Mr. Gilbert’s warning, which, in 
the end, will prevent the continuance of a policy of reck- 
less spending by German state and municipal officials, 
and the emission of more German securities in an 
already congested market. 


The Diary of a Country Banker 


The Gift of a Fat Duck and a Pound of Butter Is a Fine Gesture 
of Friendliness but Bank Credit Is Not Extended on This Basis. 
Throwing a Scare Into the Cashier Over a Possible Loss on a 
Certificate of Deposit on an Out of Town Bank Proved Helpful. 


Sept. 6 

TRIP through the country yesterday 

was exceedingly encouraging. The 

farmers of this section have pro- 

duced the biggest wheat crop they 

ever raised and now are on the eve of har- 

vesting one of the largest corn crops in their 

history. The prices of both crups are very 
satisfactory. 

On this tour 
of inspection I 
stopped in to see 
John Swinson in 
the Hammer State 
Bank and had a 
fine visit with him. 

While I was sit- 

ting there visiting, 
Mrs. Bill Sprague 
came in and blush- 
ingly handed Mr. 
Swinson a_ basket 
containing a fat 
dressed duck and 
a pound of butter. 
He complimented 
her very highly on 
the character and 
quality of her 
product, and she 
went away exceed- 
ingly happy and 
pleased with her 
gift. 

“Well, that is 
very fine, Mr. 
Swinson. That will 
make a fine Sun- 
day dinner,” I ven- 
tured as Mrs. 
Sprague disap- 
peared through the 
door. 

“Yes, indeed,” he said, “and the 
best of it is we have had several Sun- 
day dinners like that from the Spragues 
this season. The Spragues are very fine 
people. I only wish Bill Sprague got 
along a little better than he does.” 

This is just about what I expected 
John Swinson to say. I anticipated that 
Bill Sprague would have quite a line 
of bills payable at the bank, and the wise 
old fox was sweetening John’s tooth with 
fat duck, buttered down well against the 
coming of pay day. 

“Oh, he is a good borrower, is he?” I asked. 

“I should say so, he owes us $10,000 or 
$15,000 right this minute and he is so good 
and kind we just haven’t got the heart to 
bear down on him.” 

“Well,” I smiled understandingly, “I 
should think you wouldn’t, with that supply 
of ducks and butter coming regularly.” 

With a questioning look at me he con- 


tinued, “I don’t know but that is a factor 
in our feeling on the matter. A man’s stom- 
ach is his weak point but there is no use in 
talking, Bill Sprague is going to have to 
buckle down and pay up some of these notes 
this fall.” 

I didn’t want to be personal and tell this 
story to Mr. Swinson but it will fit in here 


A long time 
ago, when I was 
a young man 


Mrs. Bill Sprague came in and blushingly handed 
Mr. Swinson a basket containing a fat dressed 


duck and a pound of butter 


selling goods on the road, I remember a 
book agent who was exceedingly clever. He 
told me of this experience. 

He said that he attempted to replace the 
text books in the schools of the town of 
Blank but Deacon Jones, who was Secretary 
of the Board and dictator of its policies, ab- 
solutely refused to consider the change of 
text books regardless of all the persuasive 
arguments he could make in favor of it. 
“Cost too much, didn’t need new books,” 
and other objections were raised. 

But one day a month afterward, when the 
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agent just happened to be passing through 
the town, he called on Deacon Jones and 
told him he would like to have the Deacon 
do him a favor. He explained that he was 
going through the country and had a large 
consignment of books with him, which had 
become a terrible burden to carry around 
and he would just like to present Deacon 
Jones with a dictionary, which was espe- 
cially heavy and which he had not been able 
to dispose of, and he was sure a scholarly 
man like Mr. Jones would appreciate it, and 
it would be a very great kindness 
to the agent if Mr. Jones would 
accept the dictionary with his com- 
pliments, etc., and so on. 

Of course Mr. Jones fell for 
the offer and accepted the dic- 
tionary, and when it was deliv- 

ered to his house 
he found it to be 
a very beautiful 
de luxe dictionary 
costing $25 or $30. 
Jones revelled in it. 
It was one of the 
most satisfactory 
dictionaries he ever 
had seen and, be- 
ing of a literary 
turn of mind, he 
used the dictionary 
a great deal, af- 
fording him very 

much pleasure. 
After permitting 
a proper length of 
time to elapse, the 
agent visited the town 
again and approached the 
Board on the proposition 
of changing the books. 
He made a fervent argu- 
ment in favor of his books, 
and when he had concluded 
Deacon Jones made the sage state- 
ment that, in his judgment, the 
argument was complete and satisfactory, 
and that it was a part of wisdom for 
the Board to make this change of text 
books. The change was made and the 
agent went away with an order of some- 
thing like $2,000 or $3,000 worth of books. 
The Deacon never knew that he had been 
bought body, soul and breeches with a dic- 
tionary but the facts were there just the 
same. He had betrayed his school district 
for a mess of pottage and didn’t know what 
had happened to him. So it goes the world 
around. Every day men of ordinary busi- 
ness_ intelligence accept courtesies from 
those with whom they are doing business, 
which courtesies are certain to rise up and 
embarrass them later. No gentleman can 
accept anything of material value from those 
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with whom he does business without having 
that thing rise up to plague him later on. 
Furthermore, no one can accept a material 
gift without paying for it, some way, some 
time. 

A very high-class gentleman friend of 
mine accepted a dinner engagement recently 
from a traveling salesman who was selling 
paper. The very next day his firm asked 
for bids on a carload of paper, and this 
salesman, who had had him to dinner, was 
one of the bidders. His bid was $300 above 
that of his nearest competitor and he lost 
the order, and this merchant told me after- 
ward that it embarrassed him very greatly 
because he had to turn down this salesman 
to whom he had become quite attached the 
day he accepted his hospitality to dinner. 
If he had been spending some one else’s 
money than his own, his friend might have 
got the order. 

Of course lines of distinction as fine as 
this would not be discerned probably by the 
average man, but the fact remains never- 
theless that it is the lack of such discern- 
ment that leads men sooner or later into 
a blind alley to be destroyed. A fat duck 
and a pound of butter worth in money pos- 
sibly $2.50. Yet it was a gift apparently 
without compensation. If Bill Sprague’s 
credit was based on ducks and butter gifts, 
then he was compensated. If Bill guessed 
wrong and his credit had not been improved 
by the gifts, both parties were wronged, for 
Bill didn’t get what he tried to buy and 
John Swinson got something he didn’t pay 
for, and no man can stand that sort of a 
thing. The things he receives which he 
does not pay for turn to dead sea fruit 
in his hand. 

It was a trip full of human interest, and 
[ have Swinson on my mind. 


SEPT. & 


UR vice-president just called my atten- 
tion to some correspondence which he 
has been holding awaiting final disposition. 
Two months ago we received a letter from 
an adjoining state asking us to forward 
a draft for the amount of a savings account 
plus the interest, the account belonging to 
an elderly gentleman who has a record of 
many wives. The letter was written in one 
handwriting while the signature was sup- 
posed to be that of our depositor. 

It did not look just right to us, so we 
took the precaution of writing our depositor, 
asking him to call at his local bank; that 
we were mailing them a withdrawal receipt 
for the $1,500; asking them to take his sig- 
nature and have him properly identified. We 
told the bank that we were somewhat sus- 
picious and that we would ask them to take 
every precaution. To date the withdrawal 
receipt has not been returned, nor have we 
heard from our depositor. 

What would have happened had we paid 
the certificate? We don’t know. 
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SEPT. 9 

OHNSON & CO. finally decided, after 

gradually losing money for several years, 
to sell out. The deal is completed and the 
business has passed to new hands. For years 
they had operated in a building that was 
so dilapidated that customers were driven 
away. Three years ago we offered to loan 
them the money and urged them to remodel 
their building, warning them of what was 
sure to come if they did not do so. They 
always agreed that we were correct, but 
they never could make up their minds to 
take the first step. Sickness and the neces- 
sity of new capital finally forced them to 
sell out. 

The new owners have made over the 
building at an expenditure of $15,000. The 
place will be the finest in town, and the new 
owners cannot fail to attract trade on a 
large scale. 

It is the regret of everyone that the old 
owners did not act before it was too late. 
They died of dry rot and we wept over 
their passing. They wouldn’t listen to their 
banker because they didn’t have to. They 
were solvent. Had they not been solvent 
we might have forced action to save them. 


SEPT. 10 


= Cable Manufacturing Company met 
yesterday and declared an 8 per cent divi- 
dend in cash and a 50 per cent stock divi- 
dend. I am vice-president of that concern 
and own a large block of their stock. I 
knew, of course, that a stock dividend was 
to be paid. 

A customer of our bank had a large block 
of the Cable stock up with us as collateral 
on his note, and he wanted to sell this stock 
to me at par so he could pay his note. Un- 
fortunately, for me, I knew of the stock 
dividend of 50 per cent and he did not, so 
ethically I could not use the information to 
my profit. The owner of the stock was a 
customer of ours and I owed him the best 
advice I had on the transaction. I told him 
to be patient and something might happen 
to reward him. It did happen, and when 
he got his stock certificate for the 50 per 
cent dividend he looked at me with a new 
light in his eyes, which compensated me 
greatly for the loss of an opportunity to 
make money at his expense. 

Our friend, the bond broker, missed a 
similar joy and a later profit by not coming 
to us after ascertaining our bid and tell- 
ing us about it, sacrificing his opportunity 
to cheat us and joining in our bid, splitting 
the issue of bonds between us. 

Most men must grow old before they 
learn, if ever, that there is only one road 
to success and happiness, and it is not 
through questionable paths that cannot be 
defended in the minds of ordinary men. 
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SEPT. 17 


WE threw a scare into our cashier yes- 
terday that very nearly put him out 
of business for a time. 

He came in to tell me of a very fine ac- 
count we had just received from a traveling 
salesman, who had been making his head- 
quarters in this city for the last six months. 
This salesman the cashier said was a very 
high-class man who had been carrying his 
main account back in Michigan and had 
decided to move it into our bank and our 
cashier had just closed the transaction by 
selling him $5,000 worth of C. D’s. 

My interest was aroused, so I asked: 

“How did he pay for the C. D’s.?” 

“Oh,” he said, “I cashed in C. D’s he 
had on a bank at Ann Arbor, Mich.” 

“Oh,” I said. 

“Yes, and I gave him our certificates in 
lieu thereof.” 

“How do you know the C. D’s you cashed 
are bona fide, or will be paid when pre- 
sented for payment?” 

“Well, of course,” he said, “we know our 
customer and we think he is all right.” 

“Well,” I said, “don’t you think it would 
have been the better policy to have accepted 
his C. D. for collection and waited until 
you had the money here before issuing our 

“Oh, no,” he said he didn’t think that 
would make any difference because we could 


stop payment on our C. D’s if the Ann 
Arbor certificates were not paid. 


“No,” I said, “you couldn’t stop payment 
on it. Your certificate has been issued upon 
what you accepted as satisfactory payment 
and was beyond your recall. It would prob- . 
ably (if the man was a crook) be in the 
hands of an innocent purchaser before we 
could intervene, anyway.” 

Then I warned him never to issue our C. 
D’s under any circumstances to anybody for 
anything other than cash, or its equivalent, 
and a C. D. on some other bank is not cash, 
or the equivalent of cash, until we prove it 
by presenting it for payment. It is only a 
promise to pay. The presumption is strong- 
ly in favor of it being the equivalent of 
cash, but we are familiar with hundreds of 
them that were never paid. In this middle 
west it is a popular sport among bankers to 
collect on some C. D’s that are floating 
around. 

I suggested to the cashier that he imme- 
diately wire the Michigan bank and verify 
the validity of the C. D’s he had cashed, 
merely for the sake of our peace of mind. 
Fortunately, the certificates were good and 
our customer was a high-class, honorable 
gentleman, but our cashier is still shivering 
about the consequences that would follow 
his issuing of a $5,000 C. D. upon a worth- 
less C. D. from some other bank, or by a 
clever forger. 


Not Easy to List Foreign Securities 
on the Stock Exchange 


By CHARLES F. SPEARE 


Though Americans Have Purchased Nearly 350 Separate Dollar 
Loans in Last Seven Years Recent Decision to List Foreigns Has 
Added But Two to Exchange’s List. Exactions Are Many. Some 
Financiers Balk at So Much “Red Tape” Involved in Listing. 


ORTY countries have sold their gov- 

ernment or corporation obligations in 

the United States in the past seven 

years, and American investors have 
purchased nearly 350 separate dollar loans. 
Having become the most active market in 
the world for foreign bonds, if not the mar- 
ket of greatest diversity, New York is now 
seeking to extend her influence in the field 
of European stocks and has opened her lists 
to the securities that will measure up to the 
strict requirements set down by a New York 
Stock Exchange committee. 

In the days before the war there was a 
great deal of buying and selling of Ameri- 
can stocks by investors and speculators in 
Great Britain as well as in Germany, Hol- 
land and Switzerland. In order to facilitate 
trading on foreign markets, a few American 
railroad bonds were issued in foreign cur- 
rencies, chiefly sterling, marks and francs. 
But there was no demand for European 
stocks on the part of the American investor. 
He was satisfied to confine his operations to 
home industries. After absorbing such a 
large amount of European bonds and gain- 
ing information about the peoples, politics 
and economic position of many countries 
of whose geographical location he was not 
quite certain, the American capitalist began 
to interest himself in the stocks of some 
of the best managed corporations in Europe, 
and today the flow of American funds into 
European equities promises to be an impor- 
tant cross current in our international bal- 
ance of trade. 


Requirements for Listing 
Foreign Shares 


ARLY this year the New York Stock 
Exchange authorities took steps to 
broaden its market by including on its list- 
ing sheets certain select shares of foreign 
corporations. A committee subsequently 
visited London, Paris, Berlin, Brussels, Am- 
sterdam, Milan, Rome and Vienna, and made 
a very careful study of the laws and prac- 
tices governing listings abroad and also col- 
lected much material regarding the status 
of companies which in time it is expected 
will seek the privileges of the American mar- 
ket for their shares. This committee pre- 
pared a list of special requirements for list- 
ing foreign shares, of which the following 
are the most important: 
Foreign shares must be in the form of cer- 
tificates issued by an approved American in- 
stitution or by an American branch of a 


foreign institution based on the deposit with 
a foreign correspondent of the original for- 
eign shares. 

There must be no government restrictions 
against the payment of interest or dividends 
to American holders, or against the payment 
of the proceeds of sale to an American 
holder who sells in the market of origin. 

The question of marketability of foreign 
shares enters actively into the consideration 
of the listing committee and the facility with 
which domestic and international trans- 
actions may be effected. 

No foreign share securities may be listed 
unless the company or its predecessor com- 
panies has been in operation two years, and 
the application must include two annual bal- 
ance sheets and income statements. 

Obviously no foreign company which is 
in default on any of its obligations could 
expect to list its securities on the New York 
market. Further, no security, the nominal 
value of which is expressed in terms of a 
currency that is not on a gold basis, will 
be considered as eligible for listing. 

Fiscal agents are to be maintained in New 
York, where the dividends on outstanding 
American certificates will be paid at current 
rates of exchange. 

Each applicant for listing must state what 
taxes may be imposed directly or indirectly 
upon the American certificate holder. 


Another Avenue for Buyers 


HROUGH another avenue than direct 

listing the American investor has been 
a buyer of foreign stocks on quite a large 
scale the past two years. A great many 
of the German industrial bond issues, for 
example, carry stock purchase warrants, or 
options permitting the holder to buy stock 
of the issuing company at a fixed price. 
This has been the almost uniform practice 
of the German corporations that have bor- 
rowed in New York. Probably from $150,- 
000,000 to $200,000,000 of such bonds have 
carried with them a stock warrant. Auto- 
matically, therefore, if he desired to exer- 
cise his option, the purchaser of this type 
of bonds might become a sharer in the equi- 
ties of the great iron and steel, electrical 
and merchandising companies of Germany. 
This has transferred a very considerable 
amount of American capital into German 
enterprises. 

It is not, however, with this indirect form 
of investment in foreign shares that the 
New York Exchange is concerned. Further- 
more, few, if any, of the corporations of 
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other countries have followed the German 
plan of financing with bond issues having 
stock warrant attachments. This was in a 
degree a concession to the purchaser, or 
another form of discount off the price of 
the bond. In some instances bonds without 
warrants sold from 5 to 15 or 20 points 
below those with warrants, and while the 
German market was in a condition border- 
ing on panic this past year, the bonds with 
warrants fluctuated rapidly. Practically 
none of the Scandinavian, Dutch, Swiss, 
French, Italian or South American corpora- 
tion bonds in dollar form carry warrants. 
In fact, the great bulk of the financing by 
foreign corporations has been negotiated for 
the benefit of German manufacturers. 

From time to time blocks of stock of 
European banks, public utilities, chemical 
works, electrical companies, railroads and 
steamships have been accumulated by Ameri- 
can investment firms and sold in this coun- 
try. The leading international investment 
trusts, constantly on the lookout for favor- 
able opportunities to locate capital, have also 
been quite large buyers of these foreign 
shares and have made handsome profits from 
the trade. There has not, however, been a 
free market for such shares in the United 
States, nor can there be until the privilege 
of listing them on the New York Stock 
Exchange is sought and granted. This is 
the handicap that the distributor of such 
issues has had and the resistance that the 
American investor has presented when they 
have been brought to his attention. They 
lack the very essential feature of market- 
ability. 


Progress of Listing Is Slow 


ROGRESS in the matter of listing for- 

eign shares will be slow. There is much 
technical procedure to be gone through be- 
fore the applicant obtains his clearance pa- 
pers. In the month following the announce- 
ment that listings would be permitted, only 
two issues have been considered. They were 
the so-called “American Shares” of the 
Amsterdam Trading Company, a Holland 
corporation which operates mainly in the 
Dutch East Indies, and those of the Aus- 
trian Credit-Anstalt, one of the prominent 
banks of Vienna. Instead of two issues, 
it was anticipated that there would be two 
dozen, but the severity of the listing require- 
ments and the commendable caution on the 
part of those who are in a sense pioneer- 
ing in this new field of investments, pre- 

(Continued on page 500) 


December, 1927 


AMERICAN BANKERS ASSOCIATION JOURNAL 


_ producer of alloysteel in the Chicago district 
and the second largest in the United States. Interstate 
Steels are widely known and highly regarded. The 
Company has sled an important part inthe increase 
of 1000% in the production of alloy steel in this 
country during the past fifteen years. 


= Interstate Iron & Steel Company is the prin- 


TT $4,000,000 Interstate Iron & Steel Company First Mortgage 
54% Sinking Fund Gold Bonds which A. G. Becker & Co. 
underwrote and offered with associates in 1926 refunded an issue 
of 8% bonds sold by us for the Company in 1921. The 1921 issue 
in turn replaced a $2,500,000 issue we sold in. 1917. In addition 
to the underwriting of these bond issues, our connection with the 
financing of the Interstate Iron and Steel Company has included 
a major part in the distribution of the Company’s Preferred stock. 


A. G. Becker & Co. 


Chicago New York 
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American Banks 


protect their traveling depositors 
with the “SKY -BLUE” Cheque 


Thru a simple, profitable transaction, 16,000 American Banks have 
become the gateway to a world-wide service. 


Whether their depositor is headed for Indiana or India, these bankers 
can recommend the purchase of American Express Travelers’ Cheques 
because they I:now that : — 


1 The “sky blue” American Express Travelers Cheque is safe 
and usable money in practically every part of the world— 
often at better rates of exchange than a U. S. gold piece. 


2 Unless countersigned or exchanged for value, the American 
Express Company will make good to the depositor for any loss 
or theft of American Express Travelers’ Cheques. 


3 The “sky blue” Cheque entitles the depositor to the world- 
wide service maintained by the American Express thru its 
offices, representatives and Couriers in all travel centers. 

Besides the nominal profit from the sale of Cheques, you too will find a 


tremendous good-will value resulting when you link your traveling 
depositors with this ‘Helpful Hand of a Great Service”. 


AMERICAN EXPRESS ‘TRAVELERS’ CHEQUES 


When writing to advertisers please mention the American Bankers Association Journal 


| 


The Bid for New Industries 


By CHARLES P. WOOD 


Lockwood, Greene & Co., Engineers, New York 


Nationwide Drive Is Being Made by American Towns and 
Cities For More Payrolls. Substantial Elements, Not the Spec- 


tacular Ballyhoo, Cause Owners to Decide Where New Plants 
and Mills Will Be Located. No Magic in the Industrial Survey. 


NE of the largest textile manu- 

facturing companies had decided 

to build a new mill. After look- 

ing over the eastern half of the 
United States, it found that its requirements 
for low building costs, reasonable taxes, 
cheap power rates, good labor at fair 
wages and low cost of transportation to the 
warket might be fulfilled by locating any- 
where within a triangle in the southeastern 
states, comprising about ten thousand square 
miles and including several good mill towns. 
The company’s officials, with their engineers, 
went to visit these places to select the one 
best suited for a branch factory. 

The tour of inspection was not half com- 
pleted when the party came to a little town 
in Georgia. While being shown around the 
town, the country club and the golf links 
were pointed out as objects of interest. 

“Too bad that you people had to build 
your golf links on that property,” the rank- 
ing official in the party remarked. “It would 
make a splendid mill site.” 

“Don't let that worry you,” the spokesman 
for the local men promptly replied. “If you 
are in earnest in wanting it, we'll move ‘the 
golf links and have a railroad siding on 
the spot by the time you can start building.” 

When the textile man gave assurance that 
he was seriously desirous of locating the 
mill on that site, the bargain was imme- 
diately sealed. The inspection trip ended, 
and a prosperous industry, that gives em- 
ployment to hundreds of people in that little 
Georgia town, now occupies what was once 
the fairway of the local golf course. 

This incident is cited merely to show how 
eager the small towns are to obtain new 
industries, and illustrates the importance of 
the local spokesman having the power and 
ability to make a prompt decision. If ‘he 
had hemmed and hawed—and referred the 
proposal to a committee—the chances are 
that another town just as good would have 
been selected. 


Movement Is Widespread 


HERE is scarcely a town or city in the 
United States that has not taken up the 
movement to attract new industries. 

In some of the larger cities, this has been 
expressed in the subscription of sizable 
funds to be used in national advertising 
campaigns to impress on the public con- 
sciousness the advantages of the particular 
city or in the creation of a fund to win 
desirable industries by making concrete in- 
ducements in the form of a cash bonus, a 
purchase of stock, a free site or tax exemp- 
tion. In hundreds of cities, the “believers 


Winning Pay- 
rolls 

N discussing the future 

of the small town in this 
“billion dollar age,” Thomas 

R. Preston, president, 
American Bankers Ass'n, 
expressed the conviction 
that the little towns were 
doomed unless they forti- 
fied themselves by securing 
new industries. In this ar- 
ticle, Mr. Wood, a Spectal- 

ist in plant location and in 
making industrial surveys 
for cities, tells what reasons 
sway big interests in select- 

My) ing places for new indus- 
trices and indicates what 
civic policies are most likely 
to win desirable enterprises. 


in Smithville,” the “go-getters of Jones- 
town” or the “boosters of Boomburg” have 
not gone this far but have enthusiastically 
embraced the industrial survey as the magic 
magnet that they hope will draw new plants 
and humming mills to their own com- 
munities. 

As the consequence of what may be called 
a national drive for more payrolls, any 
manufacturer, who is reported to be think- 
ing of locating a new branch, constructing 
a factory or setting up an additional unit, 
is literally snowed under with ornately 
bound brochures, bombarded with letters 
from energetic managers of local chambers 
of commerce and thoroughly entertained by 
personal visits from live-wire delegations. 
It is a pardonable ambition for any city to 
desire to grow and to prosper but I wonder 
if enough consideration has been given by 
those who are seeking new industries to 
the real factors that sway a manufacturer 
in reaching a final decision. 

It is not a spectacular ballyhoo thet wins, 
but such commonplace and substantial ele- 
ments as the availability of cheap power, a 
well-balanced labor situation with an 
abundance of the type of labor needed, a 
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nearby supply of raw materials and depend- 
able transportation facilities that will de- 
liver the finished product to the center of 
distribution at a lower cost. Next in im- 
portance are such factors as climate, health, 
laws and taxation, public improvements, the 
cost of living, social and living conditions, 
the present industrial development, the local 
attitude toward new industries, and sites for 
proposed new industries. 

Sometimes a combination of these sec- 
ondary features will overcome the lack of 
what may be considered one of the major 
requirements. For instance, the favorable 
labor laws in the southeastern states, per- 
mitting a fifty-four-hour week in the textile 
mills where the laws in Massachusetts limit 
the working week to forty-eight hours, pro- 
vide a margin of profit to textile interests 
that has been a large factor in the move- 
ment of these mills to the South. 

Manufacturers do not “just happen” to 
select a town for a new mill or a factory. 


Looking Around First 


UCH looking around ahead of 

any serious decision about building a 
new factory or moving an old one. During 
this period, the owners of the business invite 
proposals without assuming any obligations. 
They stop off in the course of business or 
pleasure trips and ask a few questions with- 
out meaning to set the grass afire, as it 
were, by giving the local people the idea that 
they are about to build a factory that will 
change a country town into a thriving in- 
dustrial center. Yet no less effect is pro- 
duced when Mr. So-and-So calls on the 
over-zealous secretary of a chamber of 
commerce and asks about taxes and wage 
scales. If he happens to ask the price of 
an industrial site, he becomes front-page 
copy. 

{ recall an investigation, which was in- 
tended to include about twenty places 
thought to be eligible for the proposed new 
plant. These towns were visited and sev- 
eral railroads were invited to make sugges- 
tions as to the best location. A newspaper 
printed something about it and several trade 
journals reprinted the item. One of the 
railroad industrial agents sent out a circular 
letter to many towns on his line, mentioning 
the prospect without reference to the re- 
quirements which would have disqualified 
all but two or three places, because the plant 
required a particular class of skilled labor. 
Before the thing was over, nearly 200 towns 
and cities were writing to me and sending 
men to call on me, although I had invited 
correspondence from only twenty. Tele- 
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grams and long-distance calls were showered 
on me. If I answered that the location was 
two or three hundred miles from the nearest 
place we could consider, or gave some other 
equally good reason, the answer would be: 
“We are coming to see you anyway,” or 
“You should, at least, spend a few days with 
us to see what we have—and be sure to 
bring your golf clubs.” 

One delegation of five or six important 
business men traveled nearly a thousand 
miles, over my protest, to present an elab- 
orate industrial report that failed to answer 
the objection stated over the telephone when 
I had tried to save them the trip. The idea 
seemed to be that “go-getter” methods or 
the report, bound in an artistic cover, would 
“sell” the town to me. I had already had 
access to the information that was rehashed 
in the report and that was why I knew that 
no amount of talk could change the estab- 
lished facts bearing on the matter. 


Claiming Too Much 


OWNS suffer more from overstatement 

of their advantages than they do from 
modesty in setting forth their claims of 
suitability for any industry. There appears 
to be a great reluctance on their part to 
concede that they have not the necessary 
labor supply, natural resources or other 
requirements for any contemplated enter- 
prise. There is nothing to be gained from 
concealing the facts because plant location 
has become such an exact science—where 
all costs are carefully appraised in advance 
and all factors weighed—that the weak 
points, if they exist, will be revealed in the 
course of the investigation. Yet local 
prejudices and town rivalries do crop up. 

One of our southern railroads several 
years ago started something it could not 
stop when it made an industrial survey of 
its lines. The towns along the route were 
classified and recommended as having vari- 
ous industrial advantages. Some of them, 
for instance, had enough labor. of the re- 
quired kind for either a cotton mill or a 
woolen mill, while others were recommended 
only for the simpler cotton mills. Nothing 
could satisfy the towns in the lower class. 
They thought they had been abused and 
their local pride had been hurt—they would 
have it no other way. 

At another place on the same road, a 
reputable geologist made a report on valu- 
able stone deposits in the district. He 
mentioned several quarries considered espe- 
cially good. A member of the industrial 
committee of the local chamber of com- 
merce owned a quarry, but through an over- 
sight this was not mentioned. He raised a 
row about what he thought was discrimina- 
tion against his interests and withdrew his 
support from, the effort that the town was 
making to attract attention to its resources. 
In many cases, whole movements have been 
overturned by the wilful attitude of some 
one dominant man. 

In the old days—and not so long ago at 
that—the railroads’ idea of where to locate 
an industry was to put it where the road 
would get the longest possible haul. One 
of the stories that amuses the men now seri- 
ously engaged in plant location is about the 
railroad vice-president, who protested 
against advising a large coal consumer to 
build a plant near the mines. “We want a 


longer haul,’ was reason enough, in his 
mind. The same idea crops up now and 
then, when neither of tiie roads concerned 
shows much interest in a site at a junction 
point, while each is enthus‘astic about an- 
other place only a few miles away but 
served by just one or the other line. Efforts 
to make the isolated place appear to be the 
better are wasted and the time spent is lost, 
when dealing with experienced engineers or 
manufacturers. I know of one case where 
an official persisted in having his way to 
the point where a large new industry might 
have been lost to a state if the president of 
the road had not intervened and ordered 
the construction of a siding that the vice- 
president would not build because he wanted 
the industry located at another place. 

A New York manufacturer, who had de- 
cided to build a branch in a small city to 
take advantage of good living conditions, 
satisfied labor and reasonable wages, was 
on the point of signing a contract for the 
land and building when he was called out 
of his office. He came back a few min- 
utes later and announced that he had de- 
cided on another place. The call had been 
from the industrial agent of a railroad, who 
had presented estimates showing that a town 
on his line had all the advantages of the 
place first considered and, besides, could get 
a freight rate to Chicago (the center of dis- 
tribution of the product) $1 a hundred pounds 
lower than the rate from the other place. 
The two places had been working inde- 
pendently and neither knew that both repre- 
sentatives would call at the same time. It 
was an unusual coincidence, of course, but 
a good example of a railroad industrial 
department that allows no grass to grow 
under its feet. The agent saw his advan- 
tage, presented it intelligently and closed his 
deal within a few minutes. 

Another good railroad man has told me 
about showing one of his prospects a site 
for a cement plant. He had submitted a 
report showing the quantity and quality of 
raw material, based on core drillings, chem- 
ical analyses and the opinion of a reputable 
geologist. The manufacturer had come with 
his engineer to look over the property. The 
manufacturer said that it looked all right, 
but that he was afraid his coming might 
have made the owners of the land think 
he needed it more than he really did, and 
that they would hold the property for a 
higher price than he would be willing to pay. 
“T had thought of that,” the railroad man 
answered as he produced options on the land 
at farm prices. 

Other cases might be cited where towns 
have lost factories because the owners re- 
fused to be held up for exorbitant prices 
tor desired sites. 


The Classes of Industries 


HILE many towns would be utterly 

unfit for industries of certain types, 
a study reveals that a great many may 
locate in various places with a fair prospect 
of success. 

The census of manufacturers, as taken 
by the United States government, divides all 
industries into sixteen main divisions and 
subdivides these into 333 classes. 

A study of these classes reveals that at 
least 130 industries are found to be depen- 
dent on a cheap supply of power and un- 


skilled or semi-skilled labor, as more than 
50 per cent of the cost of production i: rep- 
resented by the outlay for these two items. 

While closeness to the supply of raw ma- 
terials is ordinarily emphasized, a further 
study discloses that only thirty out of this 
130 would have to be located near the origi- 
nal source of supply. In this smaller group 
would be found the steel mills, pulp mills, 
coke ovens and plants dealing in large ton- 
nages. 

There is left about one hundred different 
classes of industries free to choose a loca- 
tion on the basis of supply of power, un- 
skilled labor and transportation facilities, 
It is in this group that the most likely pros- 
pects will be found for the average town, 

The other 203 classes have special require- 
ments or serve markets too restricted to pro- 
vide a commercial opportunity for the aver- 
age growing city. 


What Wins New Industries 


HAVE found the civic leaders in many 

towns genuinely perplexed as to the best 
policy to adopt with respect to aid for new 
industries. 

When a town asks an industrial prospect 
how far it should go with the offer of a 
bonus or other similar inducements, the an- 
swer may very well be: “As far as you 
like.” But the real inducements are more 
far-reaching than any cash bonus, stock 
subscription, free site or tax exemption that 
the average small city could offer. One cent 
an hour seems at first to be a small differ- 
ence in wages. Applied to a factory em- 
ploying 500 people and running 2500 hours 
a year, one cent an hour amounts to $12,500, 
or 10 per cent on an investment of $125,000. 
The same idea can be carried out in the pro- 
ductivity of labor, which shows an advan- 
tage in high productive capacity even though 
wages are high. Power rates, freight rates, 
taxes—all can be applied specifically to find 
wherein the advantage or the disadvantage 
lies. No so-called “bonus” should be al- 
lowed to outweigh such advantages as these. 
Where the bonus does prevail, there is usu- 
ally an element of promotion that is only 
the first stage of failure. 

It is exceptional where industries have 
been persuaded to locate in a town or move 
to it from another place by offers of free 
factory sites, the promise to erect an ade- 
quate building or other inducements of this 
kind. The new manufacturer does not wish 
to come to a town where he is regarded 
as an object of charity. He would rather 
pay his own way. And while a number 
of cities advertise that they will construct 
factories, subscribe for stock in approved 
enterprises and otherwise help in making it 
possible for a newcomer to get started, there 
are usually so many strings attached to the 
proposition that they are not worth a great 
deal in the final analysis. 


An Overlooked Opportunity 


U seems to me that the greatest oppor- 
tunity the average town overlooks in its 
desire to get more industries is the devel- 
opment and enlargement of industries that 
are already started and deserving of local 


support. The tendency is to neglect them 

for something else that looks good because 

it is far away. There are scores of little 
(Continued on page 506) 
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Fifth Avenue Office of Raymoad & Whitcomb Company, who operate popular Land and Sen Cruises 


What Experts Say 
About Travel Funds 


Statement of Raymond & Whitcomb, noted tourist agents: 


“We always recommend A-B-A Certified Travel Cheques to those 
taking both our land and sea cruises. They are acceptable every- 
where, both here and abroad. Our employees constantly ase them 
to great advantage.” 

This statement by Mr. C. H. Wilson, president of Raymond & 
Whitcomb Company, bears out the testimony of many other 
experienced travelers who use these official travel cheques of the 
American Bankers Association. 

For your southern trip or your world tour carry these certified 
travel cheques. No form of travel money is more readily nego- 
tiable. Yet they cost only 75 cents for $100 and provide complete 
protection against loss or theft. ABA Cheques are issued by your 
local bank and are certified by Bankers Trust Company, New York- 


Buy Them at Your Bank 


AND: If going abroad, ask for your complimentary copy of Harry Franck’s 
invaluable book,” All About Going Abroad,” sold in bookstores for $1. 


AMERICAN BANKERS ASSOCIATION 


TRAVEL MONEY: 


BANKERS TBUST COMPANY, NEW YORK 
"Agents for the lemming banks 


HIS advertisement will appear during December in the Saturday Evening Post, Time, New 
Yorker, Vogue, Country Life, and Army & Navy Journal. 

It will be seen by nearly 3,000,000 families, including a large number of your depositors. 

For the utmost safety and convenience in traveling advise your customers to carry A-B-A Certified 
Cheques. If they are going abroad, give them a complimentary copy of “All About Going Abroad” 
when they buy their cheques. . 

AGENTS: BANKERS TRUST COMPANY + + + + + 16 WALL ST., NEW YORK CITY 


When writing to advertisers please mention the American Bankers Association Journal 
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DIRECTOR 


OF ONE OR MORE GUARDIAN 
INSTITUTIONS 


FORD BALLANTYNE, 
Secretary Michigan Alkali Company 
HENRY E. BODMAN, 
Counsel for the Guardian Group 
HOWARD BONBRIGHT, 
President General Securities Corporation 
RALPH H. BOOTH, 
President Booth Publishing Company 
JUDSON BRADWAY, 
President Judson Bradway Company 
LAWRENCE D. BUHL, 
President Buhl Aircraft Company 
ROY D. CHAPIN, 
Chairman of Board Hudson Motor Car Co. 
HOWARD E. COFFIN, 
Vice-Pres. Hudson Motor Car Company 
GEORGE R. COOKE, 
Pres. Geo. R. Cooke Construction Company 
FRANK COUZENS, 
Vice-Pres. Frazer-Couzens Company 
GEORGE R. FINK, 
President Michigan Steel Corporation 
FRED J. FISHER, 
Vice-Pres. General Motors Corporation 
EDSEL B. FORD, 
President Ford Motor Company 
LUMAN W. GOODENOUGH, 
Goodenough, Voorhies, Long & Ryan 
JOHN C. GRIER, JR., 
President Guardian Detroit Company 
EDWARD P. HAMMOND, 
President Gemmer Manufacturing Company 
CARLTON M. HIGBIE, 
President Keane, Higbie & Company 
HARLEY G. HIGBIE, 
Treasurer Hugo Scherer Estate, Inc. 
SHERWIN A. HILL, 
Warren, Hill & Hamblen 
ROSCOE B. JACKSON, 
Pres. and Gen. Mgr. Hudson Motor Car Co, 
ALBERT KAHN, 


ERNEST KANZLER, 
Executive Vice-Pres. Guardian Detroit Bank 
JEROME E. J. KEANE, 
Chairman of Board Keane, Higbie & Co, 


ROBERT O. LORD, 
President Guardian Detroit Bank 


ALVAN MACAULEY, 
President Packard Motor Car Company 


NORMAN H. F. McLEOD, 
Sec'y-Treas. Parke, Davis &” Company 


LOUIS MENDELSSOHN, 


Architect 


Capitalist 


W. LEDYARD MITCHELL, 
Vice-Pres. and Gen. Mgr. Chrysler Corp, 
CHARLES S. MOTT, 
Vice-Pres. General Motors Corporation 
C. HAYWARD MURPHY, 
Secretary Simon J. Murphy Company 
FRED T. MURPHY, 
Chairman of Board Guardian Detroit Bank 
JAMES R. MURRAY, 
President Murray-Gorman-Ross, Inc. 
PHELPS NEWBERRY, 
Vice-Pres. Guardian Trust Company 
WALTER S. RUSSEL, 
Chairman Russel Wheel & Foundry Company 
ALGER SHELDEN, 
President Shelden Land Company 
ALLAN SHELDEN, 
H. D. Shelden's Sons 
LUTHER TROWBRIDGE, 
Trowbridge, Lewis & Watkins 
CHARLES B. VAN DUSEN, 
President S. S. Kresge Company 
HIRAM H. WALKER, 
President Hoskins Manufacturing Company 
LEWIS K. WALKER, 
Vice-Pres. and Sec*y Guardian Trust Company 
WM. ROBT. WILSON, 
Pres. and Chairman Murray Corp. of America 
CLARKSON C. WORMER, JR., 
President Wormer & Moore 


CHARLES WRIGHT, JR., 
Beaumont, Smith & Harris 


Banking Connections 
As Standards of Judgment 


It is a noteworthy fact that the 
standing of a bank or a business 
house is often judged on the basis of 
its banking connections. Uncon- 
sciously, perhaps, men feel that the 
laws of “association of kind” apply in 
banking as truly as they do in other 
phases of human relationship. 


Many factors make a connection 
with the Guardian Detroit Bank a 


worth while asset— 


(1) large resources, (2) wide connections 
of Directors, (3) broad scope of service, 
(4) careful and thorough credit investiga- 
tions, (5) willingness to be helpful, (6) co- 
operation of other Guardian Group units. 


THE 
GUARDIAN 
GROUP 
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The Meaning of the Federal Reserve 
System’s Weekly Statement 


By W. RANDOLPH BURGESS 


Asst. Federal Reserve Agent, Federal Reserve Bank of New York 


“Total Bills and Discounts” the Most Significant of the 37 Items 
in This Weekly Index of Banking Conditions. Explanation of 
ThreeImportantSubdivisions—‘ Total Bills Discounted,’ Bought 
in the Open Market”’ and “Total U. S. Government Securities.” 


HE Federal Reserve System pub- 

lishes each week one of the most 

complete statements of its operations 

of any bank of issue in the world. 
The statement includes thirty-seven items 
and is published in combined form for the 
Reserve System, and separately as well for 
each of the twelve Federal Reserve banks. 
This statement appears in the daily papers 
every Friday morning, giving the condition 
as of the close of business on Wednesday 
night. A copy of the one published Sept. 2, 
1927, is shown herewith. 

Changes in the statement of the Federal 
Reserve banks reflect directly two-thirds of 
the banking operations of the United States, 
for Federal Reserve membership includes 
more than two-thirds of the country’s com- 
mercial banking resources, and they reflect 
indirectly the operations of the non-member 
banks as well. These Federal Reserve re- 
ports provide a kind of epitome of the 
nation’s banking conditions. Since the con- 
dition of the banks in turn reflects certain 
phases of the nation’s business, these weekly 
statements of the Federal Reserve banks 
should give the acute observer an index of 
business conditions. The statements are 
available more promptly than any other in- 
dex of such wide scope, and afford an un- 
derstanding of conditions which are current 
and not several weeks past. 


Its Real Significance 


UT the statement with its thirty-seven 

items is a rather complicated affair, and 
its full significance is understood by rela- 
tively few people. One has to be something 
of an expert to understand the meaning 
of changes from week to week in all of 
the items. 

For the less expert there are available 
in the Federal Reserve Bulletin and in the 
Monthly Reviews published by the several 
Federal Reserve banks, interpretations of 
the more significant features of the state- 
ment. But even without these aids the state- 
ment should yield some meaning to even 
the casual reader. The problem is one of 
selection, of knowing just what items of the 
thirty-seven are most significant. Fortu- 
nately, such selection is possible. General- 
ly, the statements of the individual reserve 
banks may be ignored and attention given 
solely to the consolidated statement for all 
twelve banks. Moreover, the reader whose 
interest is general and not technical may 


HE accompanying ar- 
ticle, by W. Randolph 
Burgess, constitutes one of 
the chapters of a book by 
him, “The Reserve Banks 
and the Money Market,” 
which has just been pub- 
lished. It is a presentation 
of the structures and the 
functioning of the Federal 
Reserve System, and an 
explanation of the ebb and 
flow of the money market. 
Dr. Burgess is not only an 
authority on the subject, but 
he discusses it with clarity. 
In this chapter he answers 
in narrative form questions 
constantly arising with re- 
gard to the meaning of the 
weekly statement. 


well ignore many of the items and concen- 
trate upon a few which reflect most directly 
changes in the country’s business. Of these 
few, the most important is “Total bills and 
securities.” 

The nomenclature of this item was 
changed in 1925 from “Total earning assets” 
to “Total bills and securities.” It represents 
the total amount of credit the reserve banks 
are extending in the form of either loans 
or investments. Its significance lies in its 
revealing currently the adjustment between 
the country’s supply of and demand ior 
funds. When demand for funds increases 
relative to supply, total bills and securities 
go up; when demand declines relative to 
supply, total bills and securities go down. 
They respond even more promptly and accu- 
rately to changing conditions than do inter- 
est rates. 

The item “Total bills and securities” is 
our best present substitute for the old state- 
ment of reserves of the New York Clear- 
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ing House. The clearing house statement, 
issued each Saturday, showed the amount 
of reserves the clearing house banks were 
required to keep to satisfy the percentages 
prescribed by law, and showed actual re- 
serves in relation to these requirements. The 
most significant figure was that for “excess 
reserves” beyond requirements, or, in rare 
instances, the deficit below requirements. 

Excess reserves represented the banks’ 
unused lending power, the margin of pos- 
sible expansion and of safety. They were 
the point where the relation between supply 
and demand could be measured. When the 
demand for funds increased relative to the 
supply, excess reserves declined. When de- 
mand decreased relative to supply, excess 
reserves rose. Since in those days New 
York was, even more than at present, the 
storage place for the country’s reserve funds, 
the reserve position of the New York banks 
was an index of the national money situa- 
tion. 

In the old days prudent bankers, and 
business men as well, followed closely the 
statement for excess reserves of the New 
York banks. A decrease in excess reserves 
was one of the surest signs of a storm ahead. 
In the summer of 1907, for example, a de- 
crease in excess reserves from $8,700,000 
in August to an actual deficit preceded the 
panic which broke in October. 


Old Significance Lost 


INCE the Federal Reserve System has 

been in operation the figure for excess 
reserves of the New York City banks, 
though it is still published by the New York 
Clearing House, has lost its old significance. 
The reason is that the banks no longer carry 
any excess reserves, but simply the legally 
required minimum, relying upon the reserve 
banks to help them out in any emergency. 
Thus for week after week, in good times 
or bad, when interest rates are high or low, 
the excess average reserves of the clearing 
house banks appear in the Saturday state- 
ment at a figure just above the legally pre- 
scribed amounts. The statement has quite 
lost its old significance. 

A word should be said about the clear- 
ing house statement of actual reserves, as 
distinguished from average reserves, for the 
meaning of this feature of the statement, 
under present conditions, is frequently mis- 
understood. The figure for actual reserves 
gives the position on Friday night. In the 
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old days it was interesting to compare the 
Friday night position with the average for 
the week, to see whether the reserve position 
was getting better or worse during the week. 

In the statement as ‘published today, the 
average, as indicated above, shows little 
change from week to week, but the actual 
figure for Friday night frequently’ fluctuates 
widely and shows excesses of as much as 
$75,000,000 and at times shows deficiencies. 
A study of these changes in actual reserves 
shows that they bear no consistent relation 
to money conditions. Money is frequently 
tight when there are excess reserves on Fri- 
day and easy when there is a deficiency of 
actual reserves: The explanation is simple. 
This excess or deficiency is the result of 
changes in the amount the banks are bor- 
rowing from the reserve bank. Sometimes 
reserves are allowed to run below require- 
ments early in the week. Then, to bring 
average reserves up to requirements for the 
week, which ends on Friday for purposes 
of computing reserves, the banks borrow 
heavily at the reserve bank on Thursday 
and Friday, and the report for Friday night 
shows a large excess reserve, due solely to 
heavy borrowing at the reserve bank. Con- 
versely, a deficit in actual reserves on Fri- 
day night may result from excess reserves 
early in the week, as a consequence of which 
the banks repay some of their borrowing 
at the reserve bank, and still finish the week 
with average reserves equal to or above 
legal requirements. Thus ‘the position of 
actual reserves reflects largely changes in 
borrowing at the reserve banks and has none 
of its old significance. 


Corresponds to Old Figure 
for Excessive Reserve 


S the usefulness of the New York Clear- 
ing House statement has diminished as 
an index of the money situation, a substi- 
tute has appeared in the Federal Reserve 
statement. The figure for total bills and 
securities of the reserve banks is an index 
which corresponds somewhat to the old fig- 
ure for excess reserves. The country’s re- 
serve funds are stored in the reserve banks, 
and the figure for total bills and securities 
shows how much of these funds is being 
put to work by the extension of credit based 
upon them. Just as the wise banker or busi- 
ness man used to proceed a little more cau- 
tiously when excess bank reserves dwindled, 
and more freely when excess reserves were 
large, so today he may well act with more 
caution when total bills and securities of 
the reserve banks are high and rising and 
move more freely when they are low. 

Total bills and securities, since they rep- 
resent the total amount of credit the reserve 
banks are extending to the member banks 
or the money market, respond quickly to 
changes in business. For when business ex- 
pands it needs more currency and credit, 
and when it contracts it needs less. They 
also reflect changes in the supply of credit 
from such causes as gold imports or ex- 
ports—ordinarily not a large factor, but im- 
portant in recent years. Business changes 
usually dominate. 

Because they reflect changes in currency 
and credit demands, these total bills and 
securities have a characteristic seasonal 
movement, as is shown by the accompany- 
ing diagram. Each succeeding year dupli- 
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cates to a considerable extent the movement 
of preceding years. When. business is dull 
in January and currency returns from holi- 


day circulation the banks repay some of : 


what they have borrowed from the Federal 
Reserve banks; when spring comes they call 


_upon the reserve banks more largely for 


credit; in midsummer, when trade is quiet, 
the bills and securities of the Reserve Sys- 
tem are reduced; then, in the autumn, trade 
expansion is followed by an increased call 
on the reserve. banks culminating in a large 
expansion to meet currency needs at Christ- 
mas time. In order that the reader of the 
Federal Reserve statement may make allow- 
ance for seasonal tendencies, the statement 
gives each week not only the figures for the 
preceding week, but also the figures for the 
corresponding week a year ago. 

The diagram illustrates not only the sea- 
sonal variations, but also the promptness 
with which total bills and securities reflect 
changes in business. All during the greater 
part of 1926 they ran ahead of 1925, and 
then in October they dipped down and be- 
gan to run behind 1925. It was one of the 
earliest evidences of a temporary slowing 
down in business, which was revealed clearly 
as the production figures appeared later. 


Important Subdivisions 


HE total of bills and securities is made 
up of three principal items: 

1. Total bills discounted. 

2. Bills bought in the open market. 

3. Total U. S. government securities. 

“Total bills discounted” represents the 
amount which member banks are borrow- 
ing directly at the Federal Reserve banks. 
It is the amount of Federal Reserve credit 
in use for which the member banks feel 
direct responsibility. The money market is 
very sensitive to changes in this item. For 
when the member banks are heavily in debt 
at the reserve banks, they are constantly 
striving to get out of debt; they are call- 
ing loans, selling investments, and are a bit 
cautious in their lending. Conversely, when 
the member banks owe little to the reserve 
banks they lend more freely and money 
tends to be easier. There is, therefore, a 
close correlation between money rates and 
total borrowings of member banks at the 
Federal Reserve banks, represented in the 
statement by “Total bills discounted.” Thus, 
“Total bills discounted” is a good index of 
the condition of the money market.  In- 
creases in this item are prophetic of rising 
interest rates, and decreases are prophetic 
of falling interest rates. 

“Bills bought in the open market” reflects 
two things: conditions in the bills market 
and, more generally, conditions in the money 
market. These holdings of bills do not 
ordinarily express the direct operation of 
Federal Reserve policy. The initiative in 
the purchase of bankers’ acceptances by a 
reserve bank is taken not by the reserve 
bank itself, but by member banks and deal- 
ers. The holdings thus respond directly to 
conditions in the market. 

“Total U. S. government securities” held 
by the reserve banks reflect largely Fed- 
eral Reserve open-market policy. Increases 
in holdings of government securities ordi- 
narily reflect an effort on the part of the 
reserve banks to bring about somewhat 
easier money conditions and, conversely, de- 
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creases in these holdings indicate an attempt 
to bring about firmer money coniitions, 
There are three important exceptions to this 
interpretation of the figures. The first ex. 
ception arises from the occasional purchase 
by the reserve banks of securities under 
sales contract. Purchases of this sort are 
made in order to provide the market for 
government securities with funds when 
money tightens temporarily. Such purchases 
are initiated by the dealers in government 
securities and are thus in a sense involun- 
tary as far as the reserve banks are con- 
cerned, and are similar in character to the 
purchases of acceptances from dealers. The 
second exception takes place at the quar- 
terly tax dates. At those times the Treasury 
usually has to pay out large sums of money 
to redeem maturing issues before it has re- 
ceived the returns from income taxes. To 
bridge the gap the Treasury borrows from 
the reserve banks by selling to them tem- 
porary one-day certificates of indebtedness, 
and these appear in the weekly statement 
in the holdings of government securities, 
Increases in such holdings, due to this cause, 
do not in any way represent open-market 
policy, but are temporary accommodations 
extended to the Treasury Department. Still 
a third exception is the case when purchases 
or sales of securities are used to offset such 
influences on the market as gold exports or 
imports. But with these three exceptions 
changes in holdings of government securi- 
ties reflect policy. 

Thus these three types of loans and in- 
vestments of the reserve banks have differ- 
ent meanings, and each of them tells some 
story about the condition of the money mar- 
ket or Federal Reserve policy. 


The Increases or Decreases 
in Currency 


T is possible from the Federal Reserve 

statement to find out each week approxi- 
mately the increases or decreases in the 
amount of money in circulation in the coun- 
try—a most important economic fact, for 
currency in circulation reflects changes in 
payrolls, and payrolls reflect changes in in- 
dustrial activity. Figures for currency in 
circulation frequently explain the causes of 
changes in total bills and securities. 

But the drawing out from the statement 
of currency figures is not as simple as it 
looks. One might suppose that he could look 
at the one item, “Federal Reserve notes in 
actual circulation,” and find therein a record 
of changes in the total amount of money 
in circulation, but that is not the case. Two 
other items have to be considered, ‘Total 
reserves” and ‘“Non-reserve cash,” for these 
items include various kind of currency (ex- 
cept Federal Reserve notes) which may be 
paid into circulation. An increase in re- 
serves and non-reserve cash usually indi- 
cates a decrease of money in circulation, and 
vice versa, but there is a still further quali- 
fication that has to be made. The reserves 
of the System increase or decrease not alone 
as a result of the payments of currency into 
circulation, or the return of currency from 
circulation, but they also reflect gold ex- 
ports or imports. Thus, the first step is 
to make allowance for changes due to gold 
imports or exports, which is possible since 
the total exports and imports at the Port 

(Continued on page 510) 
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Meeting the Present-day Problem 
of Low Interest 
and High Operating Costs 


URING the deflation years following the war, many banks suf- 

fered from too much local commitment; they felt the need of being 
more liquid. Now the situation is somewhat reversed; in the face of low 
interest return and higher operating costs they feel the need of better 
income than can be had from too much quick reserve. 


It is important to steer a middle course. That is why so many banks 
now invest secondary reserves in a carefully constructed bond account. 
It yields more income and at the same time enables a bank to carry a 
smaller quick reserve. 


By properly graduating such a bond reserve for marketability, matu- 
rity, and income, a bank can keep in a safely liquid condition and at the 
same time increase the average yield from all resources. In many banks 
this has been the means of stabilizing income over a long period of time. 


Of course you cannot get flexibility out-of a bond reserve unless you 
first build it in, and that requires experience. We specialize in that prob- 
lem. Dealing with hundreds of banks, we are familiar with the needs 
of commercial banking. Moreover, we carry on hand a large selection 
of bonds underwritten by ourselves, suitable for a bank’s secondary 
reserve. 


If you care to discuss with us your own problem with regard to 
secondary reserves, we shall be glad to give you, without obliga- 
tion, our recommendations supported by a reason-why analysis. 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO 201 South La Salle Street NEW YORK 14 Wall Street PHILADELPHIA 111 South Fifteenth Street 
DETROIT 601 Griswold Street CLEVELAND 925 Euclid Avenue ST.LOUIS 319 North Fourth Street BOSTON 85 Dewonshire Street 


PITTSBURGH 307 Fifth Avenue MILWAUKEE 425 East Water Street MINNEAPOLIS 608 Second Avenue, 8. 
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—the safest of the safety papers 
GILBERT SAFETY BOND 


There are many safety papers obtainable so you may well ask why Gilbert Safety 
Bond is “the safest of the safety papers”. All of these various papers may be divided 
into two groups --- one of white papers chemically treated so that they stain upon ap- 
plication of ink eradicators, the second of surface colored papers which are designed to 
prevent erasure, either mechanically or chemical by removal of the surface colors, 
generally these have patterned surfaces. 

Gilbert Safety Bond combines both chemical staining with surface color and goes 
a step further in having no surface pattern and so permitting fine effects in printing 
and lithographing unhindered by pattern and with a much greater legibility than patterned 
papers. 


Write today for sample book showing this new paper in many attractive check styles. 


MANUFACTURED BY 


GILBERT PAPER COMPANY 


Menasha - Wisconsin 


ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND _ PRICES 
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Revolutionizing the Farm Mortgage 
Loan Business 


By GEORGE E. ANDERSON 


With the Inauguration of the Land Bank System, Interest Rates on 
Farm Mortgages Have Been Reduced. These Banks Hold About 
15 Per Cent of Total Mortgage Indebtedness on Farms. American 
Farmer Now Has All the Credit That He Can Profitably Use. 


T requires only a very cursory exam- 

ination of the general farm credit situ- 

ation in the United States as affected 

by the systems of land bank and farm 
credits established by the legislation of the 
past ten years to understand that whatever 
may be thought of the essential soundness 
and general usefulness of these “instrumen- 
talities of the government” they have effec- 
tively revolutionized the entire credit situ- 
ation of the American farmer. 

One may be justified, indeed, in raising 
the question as to whether or not in some 
lines credit is not too easy for certain classes 
of farmers at the present time. Ten years 
ago interest rates of from 8 per cent to 10 
per cent on loans on farms were not infre- 
quent in various parts of the country and 
often available funds were insufficient to 
meet the legitimate requirements of agricul- 
ture. Loans usually ran only from one to 
five years and the original loan and all re- 
newals involved commissions seriously add- 
ing to the burden of the debt. Conditions 
as to repayment often were onerous and 
doubts always were resolved against the 
borrowers. Commercial loans on crops, live 
stock and harvesting usually were higher 
than ordinary commercial loans against 
good collateral and almost always were 
comparatively restricted in amount and in 
some parts of the country these conditions 
were greatly accentuated. 


Rates Considerably Lower 


ITH the inauguration of the land 

bank system, rates of interest were 
brought down immediately to 51%4 and 6 per 
cent and in time were further lowered. 
With the inauguration of the Intermediate 
Credit Bank system, loans on crops and for 
harvesting and marketing purposes were 
brought to corresponding rates. Not only 
were interest rates lowered but other condi- 
tions were made easier. Commissions dis- 
appeared or were greatly reduced; the ex- 
pense of placing a loan was brought to a 
minimum; a considerable amount of red 
tape was done away with. 

Any one who has had experience in plac- 
ing a farm loan with an insurance company 
under the old conditions, for example, and 
has been faced with the interminable techni- 
calities governing every step in the process 
can understand what this means. Moreover, 
the introduction of the long term loan with 
amortization features changed the entire as- 
pect of the business. Many farmers are now 
paying less in the way of interest and 


Lower Rates 


OW the entire credit 
situation of the Ameri- 
can farmer has been revolu- 
tionized by the establish- 
ment of the Federal Farm 
Loan system is shown in 


this article—the last in a 
series of four dealing with 
the two groups of banks 
that now hold 15 per cent 
of the total farm mortgage 
indebtedness in this coun- 
try. Mr. Anderson believes 


that the farm mortgage 
business has about reached 
its maximum and that there 
is hope for even lower in- 
terest rates in the future. 


amortization than they paid before in in- 
terest alone. The full benefit of the change 
will be better understood twenty years from 
now when the farmers now carrying loans 
will find that they have had the money and 
at the end of that period will have their 
land, too, free of incumbrance. That such 
changes have had an immense effect upon 
agriculture goes without saying. That they 
have had as great an effect upon the 
mortgage loan business of the country is a 
corollary not so generally recognized but 
equally true, while in the line of commercial 
banking there have been changes fully as 
profound. 

There are no reliable mortgage statistics 
in the United States and no amount of of- 
ficial or private investigation has been able 
to produce anything more than a rather 
general estimate of the amount of debt car- 
ried by the farms of the country. The 
Federal census returns give only the amount 
of mortgage indebtedness reported upon 
farms operated wholly by the owners, which 
means that if a farmer operates rented land 
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in connection with his own farm any 
mortgage on the latter is not included in 
the statistics while farms operated by ten- 
ants also are excluded. It is known also 
that a large portion of the mortgages actu- 
ally carried by such farmers were not re- 
ported since many farmers, especially in 
some parts of the country, consider it some- 
thing of a disgrace to have a mortgage on 
their land and have been unwilling to report 
it or, when reporting it, have indicated a 
lower amount than the sum actually carried. 
Nevertheless, the census of 1920 reported 
1,193,047 such farms mortgaged for $4,003,- 
767,192, while in 1925 a special census re- 
ported a smaller number of such farms— 
1,128,207, mortgaged for a larger amount, 
$4,517,258,689. Without pausing to analyze 
these figures as to the causes of these 
changes it seems evident that current esti- 
mates of upward of $10,000,000,000 as the 
total mortgage indebtedness of the farms of 
the United States are none too high. On 
the basis of these figures, the Federal Land 
Banks and the Joint Stock Land Banks to- 
gether have about 15 per cent of the whole 
and this is the estimate accepted in Congres- 
sional hearings on the subject. It is evi- 
dent, therefore, that the indirect influence of 
the land banks has been far greater than 
their direct influence and more farmers have 
been benefited through this indirect influence 
than the 542,364 borrowers from the two 
types of banks since their organization. 


Competition for Mortgage 
Loans 


HE practical immediate effect of this 

general influence has been direct and in- 
creasing competition between the new mort- 
gage loan agencies established by the gov- 
ernment, now caring for about 15 per cent 
of the farm mortgage loan business of the 
country, and the vast number of other and 
old time mortgage loan agencies—the great 
life and other insurance companies, trust 
companies, mortgage loan companies, na- 
tional and other commercial banks and pri- 
vate individuals. 

What this competition means in a prac- 
tical way is illustrated by the experience of 
an official of the Department of Agriculture 
related to the writer in the course of his 
investigation. This officer had a farm in 
Minnesota on which there was an unpaid 
purchase price mortgage for $10,500 at 6% 
per cent interest running for five years and 

(Continued on page 507) 
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The Failure of Europe’s Combines 


By ROBERT CROZIER LONG. 


The International Industrial Combines, Formed To Enable 
The Nations of Europe to Meet America’s Drive for World Trade, 
Are Not Meeting With Success. Effort to Keep Prices Up In- 
stead of Lowering Production Costs Defeats Object of Plan. 


N the first days of October representa- 

tives of industry from all European 

countries that have any industries 

worth mentioning met in London for a 
non-committal discussion. England, Ger- 
many, France, Italy, Belgium, Czechoslo- 
vakia, Holland, Switzerland, and Sweden 
all sent leading men from their central fed- 
erations of industry. The ostensible aims 
were to determine measures for realizing 
the Geneva and Stockholm resolutions of 
last summer and for “bringing European 
industries into closer touch.” In so far as 
the latter aim is concerned, the meeting 
must be considered an extension of the 
Anglo-German “conversations” at Broad- 
stairs in England a year ago, and of the 
exchange of visits later between the English 
and German federations of industry. 

The London meeting has been suspected 
of having a certain anti-American coloring. 
At the time it was held Washington’s pro- 
test against the injury to American export 
trade caused by the Franco-German com- 
mercial treaty had taken an emphatic form; 
and at the same time the Prussian state 
loan of $30,000,000 was held up under cir- 
cumstances which—mainly owing to Ger- 
man official secretiveness—made a tremend- 
ous stir in Europe. The hitch with the 
loan, according to the European continental 
press, represented the first of intended 
American measures against the borrowing 
proclivities of Europe, or at least against the 
borrowing tendencies of Europe’s states and 
municipalities. Naturally there was a mild 
panic, and for several days the Berlin Stock 
Exchange was under the influence of the 
shifting prospects of the Prussian loan. 
The stoppage of American lending, it was 
realized, would have disastrous effect upon 
European industry even if it were confined 
to public loans. Practically all these public 
loans are directly or indirectly productive, 
and benefit either industry or agriculture— 
or both. Of the Prussian loan, part was to 
be invested in improving ports and docks. 
The materials and equipment for this would 
be supplied by native industry. Part was 
for land amelioration, and this would in- 
crease the output of cereals, and would in- 
cidentally, as Minister of Agriculture 
Schiele pointed out, tend to make Germany 
less dependent upon American and other 
overseas grain. 


How Europe Feels 


T is undoubtedly true that a certain sen- 
timental antagonism toward America 
prevails in Europe. But the present aspira- 
tions to union in European industry have 
nothing to do with that. No _ intelligent 


European business man would dream of 
taking concerted measures at present to 
check Europe’s import of American goods. 
The goods, it is well understood, consist of 
foodstuffs and raw materials of which Eu- 
rope is always short. Furthermore, the 
goods are merely the newly-loaned Ameri- 
can capital in another form. To complain 
of the large American exports of wares and 
to welcome simultaneously America’s large 
exports of capital is an absurdity of which 
no competent merchant or financier would 
be guilty. 


Collective Opposition 


‘HE aspiration to combine in Europe 

nevertheless exists, and it implies a cer- 
tain kind of collective opposition to the United 
States. The source of this oppositional 
feeling lies in the American lending which 
Europe itself desires. European industrial 
leaders realize that owing to the increasing 
indebtedness to the United States Europe 
will ultimately have to export much more 
goods than she does today, and that this can 
be made possible only by successful competi- 
tion with American exporters. 

The reasoning of Europe on this point is 
perfectly cogent and economically logical. 
The United States, the reasoning runs, can- 
not expect to have the benefit of both 
worlds. If it has the present advantages of 
high interest rates on its exported surplus 
capital and of enormous exports of goods 
representing the transfer of this capital, it 
must face the future disadvantage of in- 
creased European competition. Only by de- 
veloping her export trade can Europe pay 
interest upon, and repay the capital of, 
America’s loans. This disadvantage could 


_be avoided if the American dollars shot into 


Europe were used unproductively; but in 
that case America would suffer the still 
greater disadvantage of never seeing her 
money again. The business relations be- 
tween Europe and the United States are in 
principle identical with the business relations 
between Germany as reparations debtor and 
the Allies. Germany can only pay her rep- 
arations debt if she to some extent cuts 
into the trade of the Allies; and it is not 
possible to see how Europe is going to pay 
her debts to the United States unless she 
competes successfully with American ex- 
porters. 


EARLY all European countries in com- 

mon are debtors to the United States; 
and that fact establishes between them a 
certain solidarity. There is a common im- 
pulse to combine at home, to retrench, “ra- 
tionalize,’” and reduce production cost; and 
there is an equally strong impulse to organ- 
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ize or combine internationally in the belief 
that thereby the collective competitive ability 
of Europe as a whole will be increased. 

That is the meaning of the London inter- 
national meeting and of the smaller meet- 
ings, which preceded it. But the will here 
is something quite different from the ac- 
complished fact. Very little toward Eu- 
rope’s industrial organization has been so 
far accomplished. It is even safe to predict 
that very little will be accomplished. Funda- 
mentally this is due to the fact that while 
there is indeed a certain European solidarity 
in face of the United States, the oppositions 
between individual European countries far 
exceed the collective opposition to the United 
States. For this reason Europe has either 
failed entirely to organize leading branches 
of industry, such as coal; or she has organ- 
ized them—as in the case of steel—on lines 
which merely expressed old oppositions of 
interest, and so caused the new organiza- 
tions to fail in their main objects, and 
induced general disillusion and _ embitter- 
ment. 

The skeletons of a few international com- 
binations at present stand up imposingly 
from the relief map of European business. 
Such are the International Steel Cartel, the 
International Rails Cartel (a pre-war crea- 
tion, lately revived), the International Tubes 
Cartel, the Franco-Belgian Pig-Iron Con- 
vention, and the Franco-German Potash 
Agreement. 

But the skeletons have not waxed fat; 
they carry today rather less flesh and muscle 
than when they were first put together. 
With the one exception of the Potash agree- 
ment, they have not had success; and they 
have therefore not encouraged imitation by 
other branches of industry. Plans for the 
most important and indeed the most neces- 
sary of European international combines— 
in the coal-mining industry—have been 
finally abandoned, and the German Ruhr 
Syndicate in its last annual report even re- 
pudiates the plan as chimerical. In Ger- 
many, in England, and in France, extreme 
chariness is felt about pushing any plan of 
international industrial agreement beyond 
the phase of academic discussion. The zeal 
shown for vague “exchanges of views,’ 
“conversations,” and attempts to bring in- 
dustry “into touch” is itself an admission 
that nothing -oncrete and binding can be 
expected. 


Optimism Wanes 


HF. optimism felt concerning interna- 

tional industrial agreements a year ago, 

at the time of the creation of the European 
(Continued on page 493) 
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Quality Speaks any Language 


js DOESN’T make any difference where you go— 
to Shanghai, Paris or Buenos Aires—- the true 
quality of York Vaults is known and respected 
everywhere. 

When a financial institution wants safety, 
whether it be in China or America, oceans and 
continents are no barriers. Recognized as “‘the 
world’s most respected vaults,’’ bankers everywhere 
look to York for the highest standard of quality. 

Just as this bank came to York for the standard 
of quality it required, so have banks throughout 
America realized that vaults should be purchased 
on reputation more than price—and that York 
Vaults have earned a reputation that is seldom 
accorded any man-made product. 
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YORK SAFE and LOCK COMPANY 


Factory and Principal Office 
YORK, PENNA. 
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AVA 


BALTIMORE HOUSTON ST. LOUIS 
BOSTON NEW HAVEN SAN FRANCISCO 
CHICAGO NEW YORK SEATTLE 
CLEVELAND PHILADELPHIA TAMPA 
DETROIT PITTSBURGH WASHINGTON 


This entrance to the vaults of the 
Kincheng Banking Corporation in 
Shanghai, China, shows an inter- 
esting comparison of modern pro- 
tection in the world’s oldest civili- 
zation. 
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An Instrument of Safety 
_—inkeeping with banking traditions 


4 


Entrusted with others’ property, swift, accurate, effortless com- 
bankers have made of their insti- munication. They serve with 


tutions symbols of safety. privacy and certainty. They are 
unheard, unseen thoroughfares 


Quite in keeping with that tradi- 
tion is the service rendered by 
Lamson Pneumatic Baby Tubes. 
For they are unobtrusive instru- 
ments of safety. 


Lamson Baby Tubes cancel the 
distance between tellers and 
bookkeepers. They provide 


THE LAMSON CO., Syracuse, N. Y. 


for cheques, balance slips, and 
written information. 


Lamson Baby Tubes become 
your own equipment and are in- 
stalled with the ease and facility 
of a telephone wire. 

Send the handy coupon for fur- 
ther information. 


LAMSON 
“BABY” TUBES 
PNEUMATIC 


When writing to advertisers please mention the American Bankers Association Journal 
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Profits in the Food Industry 


By D. RICHARD YOUNG 


While There Is a Stability in the Demand for Food Products, A 


Continual Shifting in Taste Keeps Industry Uncertain. Canning 


Trade Suffers from Overproduction. 


High Rate of Turnover 


Makes Dairy Products Industry Stable and a Good Investment. 


MONG tthe basic industries of this 
country probably no one would 
hesitate to rank food supply as the 
most basic of all. It is the most 

important item in the family budget. Com- 
pared with the need for food, all other de- 
mands are subsidiary. The alphabet of in- 
dustry is ordinarily classified into approx- 
imately twenty-six major groups, and from 
the “A” of Automobiles to “Z” of Zinc, we 
could, if necessary, live without any of them 
except food. 

This fact will at the outset explain some 
of the characteristics of the food industry, 
such as its relative stability of demand from 
year to year, tendency toward large scale 
operations, moderate though regular profits, 
advantages of integrating various processes 
from raw material to consumer, economies 
of combining numerous sub-branches, and 
favorable opinion held by bankers and in- 
vestors. 


Shifting in Demand 
Pagel demand for foodstuffs is 


maintained with little change through 
periods of prosperity and depression, due to 
the capacity of the human body to require a 
more or less fixed amount of food energy, 
nevertheless there is a continual shifting of 
demand from one class of food to another. 
In prosperous times people eat more of the 
expensive, fancy and imported delicacies and 
less of the staple and coarse products. Also, 
styles change in eating the same as in dress- 
‘ng, and diet fads keep the industry always 
uncertain. 

Production of foodstuffs is not so uniform 
as is demand, due to the vagaries of weather 
and other natural conditions over which the 
producer has little control. It is not so 
easy to regulate the production of wheat or 
hogs as might be done with copper or tires. 
Accordingly prices of such “natural” prod- 
ucts usually fluctuate more widely than 
manufactured or “synthetic” products. 

Of this series of articles on “Profits in 
Industry” which have been running in the 
JourNAL, the food line presents a greater 
problem of classification than any other in 
that there are so many diverse divisions, cer- 
tain of which can be properly treated only 
as individual industries. Flour milling and 
baking is one example, which has already 
been covered in a special article; another is 
tobacco (usually classified in the food 
group), while chain grocery, candy and res- 
taurant organizations which have expanded 
so rapidly in recent years were discussed as 
a part of “Chain Stores.’ There are two 
other important divisions—meat packing and 
sugar refining may be treated separately at 
a later date. 

The present article, therefore, will include 


all other manufactured food stuffs, particu- 
larly fruit and vegetable canning and pre- 
serving, dairy products and condensed milk, 
chocolate, confectionery, ice cream, soft 
drinks and other beverages, fish canning and 
brewing (licensed concerns only). 


OLLOWING is a table showing the 

earnings for the past two years of the 
principal corporations engaged in the sev- 
eral branches of the food industry as above 
defined, based on reports as published for 
stockholders and in the newspapers and 
Poor’s Industrial Manual. Figures repre- 
sent net profits available for dividends or to 
carry to surplus, ie., after deducting all ex- 
penses, depreciation reserve, interest charges 
and provision for taxes. Fiscal years end 
Dec. 31 unless otherwise noted. ; 


Manufacturers’ Food Products 


Net Profits—000’s Omitted 
1925 


Alaska Packers Assn $423 
American Chicle Co 1,250 
American Fruit Growers, Inc.... 505 
American Linseed Co 1,462 
Archer-Daniels-Midland ... 1,900 
Arctic Dairy Prod. Co 536 
Walter Baker & Co., Ltd.. 
Beatrice Creamery Co.* 1,010 
Beech-Nut Packing Co 2,099 
Booth Fisheries Co.* 285 
Borden Co. 6,297 
E. J. Brach & Sons 1,029 
Bunte Brothers 363 
California Packing Corp.” 6,150 
Canada Dry Ginger Ale, Inc.... 1,239 
Casein Co. 

Central Dairy Prod. Co 

Coca-Cola Co. 

Coca-Cola Inter. 

Columbia River Packers Assn... 

Corn Products Refining Co 

Cuyamel Fruit C 

Di Giorgio Fruit Corp 

Eastern Dairies, Inc.*.......... 
Empson Packing Co.®........... 
Fairmont Creamery Co 


1926 
$1,279 
1,332 


Richard Hellmann, 

Hendler Creamery. Co., 

Hershey Chocolate Co 

Hershey Creamery Co 

Life Savers, Inc.® 

National Candy Co 

National Dairy Prod. Corp 
Nunnally Co. 

Pabst Corp. 

Penick & Ford, Ltd., Inc. 

Pet Milk Co 

Postum Co., 

Reid Ice Cream Corp 


Schutter-Johnson Candy Co 
Sheffield Farms Co., Inc 

Snider Packing Corp.™ 
Southern Dairies, 

Southern Ice & Util. Co.™ 

A. E. Staley Mfg. Co 

Standard Creameries, 
Telling-Belle Vernon Co 

U. S. Dairy Prod. Corp 

Wesson Oil & Sn’wd’ft Co., Inc.'% 
Western Dairy Prod. Co........ 
White Rock Mineral Springs Co. 
William Wrigley, Jr., Co 9,147 9,100 
Total 58 Companies $91,624 $109,115 
1 Years ended Aug. 31; 1925 includes 11 months; 
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2Years ended Feb. 28; ®Years ended April 30; 
*Years ended Oct. 31; 1925 includes 5 months; 
5Five-year average; *Year 1925 includes 8 months; 
TYears ended Sept. 30; *Years ended March 31; 
"Year 1925 includes 10 months; Years ended 
Tune 30; “Year 1926 covers 15 months to 
Jan. 31, 1927; 12Years ended Oct. 13; Year 1925 
includes 6 months; 1926 includes 15 months to 
Aug. 31, 1926; D—Deficit; *Before certain 
charges. 

The combined total of $109,115,000 net 
profits of these fifty-seven companies last 
year is most impressive and emphasizes the 
major importance of the industry from a 
financial standpoint. Worthy of note also 
is the relative stability in earnings of in- 
dividual companies’ during the two years, 
with decreases and increases approximately 
offsetting one another although the com- 
bined profit in 1926 changed 19 per cent, 
an increase from 1925. 


Overproduction of Canning 


HE canning trade made during 1926 the 

poorest showing of any branch of the 
food industry. Practically every one of the 
leading companies in that field showed sub- 
stantially smaller earnings in 1926 than in 
1925 and, in several instances, sizeable net 
operating. losses were reported. 

Moreover the situation made no great 
improvement in 1927 due to the enormous 
surplus stock resulting from the overproduc- 
tion during the two preceding years. The 
corn canning trade is so heavily overstocked 
that it is said to be offering its products at 
below cost. The tomato and pea packing 
divisions have been experiencing similar dif- 
ficulties, while stocks of certain kinds of 
canned fruits also are excessive but not so 
seriously. 

There are around 1000 American corpora- 
tions engaged in canning and preserving 
fruit and vegetables, and in order to get a 
composite picture of the whole group the 
aggregate net profits or deficits over the 
last four years are given below. These fig- 
ures were compiled from the official reports 
of the Treasury Department giving statistics 
of income and show for each year the num- 
ber of corporations reporting net income and 
their combined net income after deducting 
taxes, also the number reporting no net in- 
come and their combined deficits. The 1924 
figures are the latest available, inasmuch as 
the recently published 1925 report unfortu- 
nately gives only the data for the food, to- 
bacco and beverage industries combined in- 
stead of by sub-groups as heretofore. 


Reporting Deficit 


Deficit 
$15,484,399 
11,548,693 
5,663,523 
4,571,378 


$ 9,316,998 


Reporting Profit 
Income After 
Taxes 

$ 6,953,717 
17,597,276 
24,343,780 
24,988,538 


$18,470,828 


Year Number 
1921 328 
1922 554 
1923 610 
1924 678 


Average 542 


146 
104 
1,585 
474 
780 
1,003 
2,012 
413 
6,854 
678 
373 
6,015 
1,736 
344 
261 
1,057 
8,404 
1,736 
65 
11,934 
612 
193 
431 
*155 
1,222 
General Ice Cream Corp.®....... 819 753 
Hawaiian Pineapple Co........ 2,018 2,329 
539 425 
177 113 
3,980 3,686 
*261 *213 
476 282 
1,417 1,500 
213 1,134 
548 594 
4,933 9,420 
236 240 
228 207 
1,216 808 
1,072 1,612 
4,684 11,317 
1,264 956 
*257 *290 
Number 
$77 
398 
393 
357 
431 
|| 
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It will be observed that 1921 was an ex- 
ceptionally bad year, with 328 concerns mak- 
ing a total of $6,953,717 and the other 577 
companies showing a loss of $15,484,399. 
On an average over the four-year period, 
fifty-six out of each 100 canning corpora- 
tions operated at a profit and forty-four at a 
loss. Every $1,000,000 of profit was offset 
by $505,000 of loss. 

The largest individual company in this 
branch is California Packing Corporation, 
packers of fruits, vegetables and fish under 
the well known “Del Monte” trademark. 
Earnings were $6,014,851 in the fiscal year 
ended Feb. 28, 1926, representing a return 
of 13.6 per cent on capital and surplus in- 
vestment, and declined to $5,057,353 for the 
year ended Feb. 28, 1927, representing a 10.7 
per cent return. 


Dairy Products a Stable 
Industry 


ff dairy products branch of the food 
industry is more stable than canning and 
seldom is seriously affected by changing 
conditions and prices, due to the very high 
rate at which inventory is turned over. 

There are some 2500 concerns in the 
dairy products business in this country, 
which showed combined profits and losses 
over the last four years as follows, the fig- 
ures being compiled from the Treasury re- 
ports as previously explained. 


Reporting Profit Reporting 


Income Deficit 
No. After Taxes No. Deficit 


1,647 $19,579,181 823 $5,455,568 
1,807 30,735,612 704 4,713,678 
1,779 34,107,891 711 3,200,958 
1,742 28,453,387 777 4,443,373 


Average .. 1,746 $28,219,018 754 $4,453,394 

The year 1921, in contrast with canning 
and most food and other industries as well, 
did not witness aggregate deficits in excess 
of earnings. Over the four years on an 
average seventy out of every 100 companies 
operated at a profit and thirty at a loss. 
For every $1,000,000 profit of the success- 
ful companies, some $158,000 was lost by 
their unsuccessful competitors. 

One of the premier companies in this line 
is Borden Company of New York, which 
manufactures condensed milk, malted milk, 
caramels, etc., and distributes, through a sys- 
tem of wagon deliveries, milk, cream, but- 
ter, eggs and other dairy products. Net 
profits of $6,853,741 in 1926 represented a 
return of 17.4 per cent on capital and sur- 
plus investment, as compared with 14.3 per 
cent in 1925. 

An offer made by Borden Company to take 
over the Reid Ice Cream Corp. on Jan. 1 by 
an exchange of shares, has just been ac- 
cepted by stockholders of the latter. 

A vast river of milk flows daily to the 
large cities. Last month an estimate of 
the New York City requirements, includ- 
ing the “metropolitan area,” was published, 
indicating that for the current year 347,- 
330,000 gallons will be required for that 
market. 


Capitalizing the American 
Sweet Tooth 


N the field of confectionery still a third 
and different situation prevails, which il- 
lustrates the futility of broad generaliza- 
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tions about an industry, or even worse, the 
single question referring to all industries of 
“How’s business?” 

Candy manufacturing in the United States 
has for many years enjoyed a steady growth, 
but particularly during the years of rising 
general prosperity since 1921. It is stimu- 
lated on the one hand by prohibition and 
on the other by low prices of sugar, also 
chocolate. But for the rapid spread of 
cigarette smoking, undoubtedly there would 
be even more candy consumed, but few peo- 
ple are heavy smokers and candy eaters also. 

The very gratifying record of confection- 
ery manufacturers’ profits is given below. 
The large losses in 1921, also carrying over 
into 1922, are explained principally on ac- 
count of inventory adjustments on sugar 
which, it will be recalled, was above twenty 
cents per pound in 1920 and below five cents 
in 1921. Candy factories usually have large 
stocks and commitments in sugar to cover 
their requirements. 


Reporting Profit Reporting Deficit 
Income 


No. After Taxes No. 
616 $20,495,049 760 
649 28,544,528 758 
759 32,052,368 648 
843 41,824,113 597 


717 $30,729,014 691 


Deficit 


$20,360,794 
11,708,838 
7,677,571 
7,676,321 


Average .. $11,855,881 


The profit of the successful concerns 
shows a splendid growth, although the aver- 
age, including two bad years, is not espe- 
cially favorable. Fifty-one out of every 100 
concerns operated at a profit and forty-nine 
at a loss. Of every $1,000,000 profit of 
the former group, some $385,000 was lost 
by the latter. 

At the present time, and viewed broadly, 
conditions in the domestic candy making in- 
dustry are not satisfactory. The Standard 
Statistics Co., which made a recent study, 
reports that, although candy consumption is 
of record-breaking volume and still grow- 
ing, it is failing to equal production. They 
were informed by leading trade authorities 
that there are too many manufacturers (par- 
ticularly too many small producers who can 
operate on small capital), and that the re- 
sult is unintelligent competition and a la- 
mentable lack of standardized trade prac- 
tices. There is too much striving for novel- 
ties, and manufacturers make so many dif- 
ferent kinds of pieces that their costs run 
unduly high. The trade’s problem has be- 
come so serious that the National Confec- 
tioners’ Association has raised a fund of 
more than $1,000,000 for a campaign which 
it is hoped will provide at least a partial 
solution. It will probably take a consider- 
able period of time to accomplish the de- 
sired results. 

There are few “million dollar companies” 
measured by earnings in the candy line, 
except Hershey Chocolate Co., which made 
$3,686,000 last year (name since changed to 
Hershey Chocolate Corp.); Life Savers, 
Inc., which produces the well-known mints, 
and some of the candy chain store organ- 
izations. 


Popularity of Soft Drinks 


ANDY’S running mate is the soft drink, 
which as an industry shows around the 
same aggregate profits. Coca-Cola Co. in- 
creased its earnings from $7,900,000 in 1925 
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to $8,404,000 last year. Canada Dry Ginger 
Ale, Inc., gained from $1,239,000 to s 1,736,- 
000, although White Rock Mineral Springs 
Co. decreased from $1,091,000 to $955,000, 

The beverage group as a whole shows 
steady progress, partly because of the pro- 
hibition laws, or perhaps, as some say, de- 
spite them. The Treasury figures are as 
follows: 


Reporting Profit 
Income 
No. After Taxes No. Deficit 
$6,287,962 716 $7,663,192 
13,109,222 612 6,339,553 
13,049,180 589 11,171,999 
23,172,961 691 8,481,080 


$13,404,831 652 $8,413,831 


Reporting Deficit 


Average .. 765 


Over the four-year average, fifty-four out 
of every 100 manufacturers of soft drinks 
operated at a profit, and forty-six at a loss. 
Of every $1,000;000 net income after taxes 
of the one group, some $630,000 was lost 
by the other. 

If the public would refer to these figures 
showing the huge losses year after year 
in so-called prosperous industries, there 
would be less loose talk about the “enor- 
mous profits of big business corporations.” 


Fish Packing Not a 
Money Maker 


ENTURING into still another division 

of the food industry, that of packing 
and preserving fish, there will be found a 
very few concerns making sizable profits, 
but the group as a whole is losing money 
year after year. 

In this line the official figures seem hard- 
ly believable, but the story they tell is borne 
out by the advices of unsatisfactory condi- 
tions coming from the trade itself. If any- 
one has an idea that the fish canner is mak- 
ing extortionate profits, let him consider 
this exhibit: 

Reporting Profit 
Income 


After Taxes No. 
$ 420,194 176 
1,891,776 144 
3,093,454 123 
2,941,447 107 


$2,086,718 137 


Reporting Deficit 


Deficit 
$15,670,897 
3,673,513 
2,157,423 
2,181,321 


Average .. 101 $5,920,788 


The four-year average shows, of every 
100 fish packers, forty-two operated at a 
profit against fifty-eight at a loss. For 
every $1,000,000 made by the one group, 
over $2,800,000 was lost by the other! 


Tendencies Toward 
Consolidation 


ENTION has been made of the adapt- 

ability of the food industry to large- 
scale operations and consolidation. Food 
products in America are becoming more and 
more standardized, and one can find the 
same trade-marked articles in grocery stores 
from Maine to California. Individual com- 
panies are continually broadening their sales 
territories. National advertising campaigns 
carry the same appeal to the public every- 
where. Chain store systems concentrate their 
buying and scatter their selling through 
every state. 

In the merger of concerns producing dif- 
ferent lines of foodstuffs there is usually a 
marked reduction in sales expense. A sales- 
man who calls on a grocer to sell breakfast 

(Continued on page 500) 
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Below: A battery of four- 
teen “Y and E” Commercial 
Bookkeepers’ Desks help 
handle the enormous daily 
turnover of the Farmers 
and Merchants National 
Bank of Los Angeles. 


Checking signatures with the new “Y and E’? Commercial Bookkeeper’s Desk, 
No time is Jost as the second drawer with the signature 
file is left open while posting. 


How they speed 


posting in California 


UT in the Golden State where deposits 
pile up like the snow-capped Sierras, this 
new “Y and E” desk helps bookkeeping ‘staffs 
handle 20 per cent or more increased business 
‘ . . This installation in the Bank of San Pedro shows how use of 
without increase of personnel. me these desks improves the appearance of the department 
The top of this desk fits over the carriage of 


the machine and allows the operator to handle third, and a rack for new posting sheets in its 


checks next to the keyboard—no glancing back fourth or lowest drawer. 


and forth. It is designed to contain the “Y and : Operators have little difficulty in handling 


E” patented check sorter in its first drawer; more checks and more accounts when every 
signature files in its second; check file in its essential is kept at their fingertips. 


‘YAWMAN FRBE MFG.(0. 


1285 JAY STREET ROCHESTER, N. Y. YAWMAN AND ERBE MFG. CoO. 
1285 Jay Street, Rochester, N. Y. 
Steel and Wood Filing Cabinets—Steel Pless? send me a Enclosed find samples 


. folder on your new of our ledger cards 
Shelving—Desks—Safes—Office Systems Commercial Bookkeep- aid statement sheets. 


Kindly quote us per M. 


MAIL THIS COUPON 


and Supplies—Bank and Library Equipment 


When writing to advertisers please mention the American Bankers Association Journal 
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Absolutely secure! 


The BLUE BOOK’S bond backs your choice 


One of your bank’s depositors 
asks your advice about a debt hard 
to collect—a note by a party who 
has moved to another town. 

You consult your latest copy of 
Rand M€Nally Bankers Directory. 
Here in the debtor’s own town you 
find listed an attorney who special- 
izes in collections for out-of-town 
clients. Your client can deal with 
him in perfect security because he 
is bonded—by the American Surety 
Company of New York. The Blue 
Book contains full instructions. 
Special coupons simplify the ser- 
vice. Here is but one of the many 
unique ways in which the Blue 
Book helps -you daily. 

You will find the Blue Book in 
use in the majority of banks, in 
law offices, corporations and busi- 
ness houses of all kinds. Since 1871 
it has been accepted as the chief 
authority for all current banking 
information and statistics. 

Plan now on having a copy of 
the forthcoming January issue re- 


Dept.+ P-12 
536 S. Clark Street, Chicago 
Washington San Francisco 


served for you. Every March and 
September the Blue Book is printed 
and mailed—to subscribers only. 
Strict economy in handling upwards 
of 200,000 revisions in each issue 
necessitates printing only enough 
books for actual orders. Send in 
your reservation today, and along 
with your receipt we shall be glad 
to send you information about 
Rand M€Nally’s complete bank 
service. 


Make use of this 
complete bank service 


*The Bankers Monthly—The Magazine 
for Bank Executives. Covers every phase 
of bank management and development. 
Send for introductory copy, free. 


*The Bankers Service Bulletin—A month- 
ly magazine devoted to bank equipment 
and supplies. 


*The Bankers Service Guide—How and 
Where to Buy. A conveniently indexed 
and permanently useful reference book. 
Cloth bound, $1 postpaid. 


Key to the Numerical System of the 
A. B. A.—Official publication of the 
American Bankers’ Association. Cloth 


bound, $2.50 postpaid. 


Banking and Business Ethics. — By 
W. E. Borden and Cyrus Lauron Hooper, 
$1.35 postpaid. 


How Banks Increase Their Business. — 
By G. Prather Knapp. 326 pages, cloth, 
$5.00 postpaid. 


*Advertising in these publications as well 
as in the Bankers Directory (Blue Book) 
reaches a responsive and responsible list 
of interested readers and buyers. Full, 
half and quarter pages are available. 

The Bankers Directory offers the fur- 
ther advantage of special listing in its 
classified columns. By taking extra space 
and special type faces, it is possible for 
banks to give complete personnel and 
service, demonstrate growth and empha- 
size past record. 

Business men and investment houses 
all over the country know that Bankers 
Directory advertisers are aggressive, help- 
ful banks and consequently give them 
more business. 

It will pay you to obtain complete 
information. Write for rate card. 


HAVE YOUR SECRETARY 
MAIL THIS 


Rand MONally & Company, Dept. P-12 


536 S. Clark Street, Chicago 


Please send complete information about the following checked (x) 


for your attention: 


) Bankers Directory 
) Bankers Monthly 


) Bankers Service Guide 


Los Angeles 


Largest Publishers of Banking Publications in the World 
Official Numbering Agent, American Bankers Association 


ESTABLISHED 1856 


( 
) Banking and Business Ethics 
270 Madison Avenue, New York ( ) Bankers Service Bulletin ( ) How Banks Increase Their Business 
( () 


Maps for Bankers 


H 
) Key to A.B. A. System ' 
' 
\J 
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A School to Combat Crime 


By C. C. CLIFTON 


As a Part of the Vigilante Movement, Started by the lowa 
Bankers, the Sheriffs from All Counties Attend a School of In- 
struction to Learn How They Can Outwit and Capture the 
Criminals Who Prey On the Banks and the Public for a Livelihood. 


F a visiting banker had peered within 

the State House of Iowa about the 

middle of November, he would have 

witnessed an interesting phase of the 
Vigilante movement to combat crimes 
against the banks by augmenting the regular 
law enforcement machinery of the state. For 
there he might have seen nearly all the 
sheriffs in Iowa actually attending a school 
of instruction to add to their abilities to de- 
tect and outwit the wily and daring crimi- 
nals. 

For four days, the chief peace officers 
from the ninety-nine counties in Iowa were 
drilled in the fundamentals of law enforce- 
ment and instructed by experts as to how 
they might identify the “finger print” of a 
bullet, spot a forgery in handwriting, trace 
an automobile by locating the concealed 
numbers on the engine, establish the identity 
of a crook by reading his finger prints or 
tell what poisons were used in a major 
crime. 

Schools for teaching crime are older than 
the days of Fagin and his ancestors. But 
schools for combating and suppressing crime 
are more or less of a novelty. The course 
in instruction for the sheriffs is the direct 
outgrowth of the suggestion of the Iowa 
Bankers Association; but it is only one 
phase of the program that the bankers 
mapped out in that state when the wave of 
bank robberies and other crimes just about 
engulfed the regular law-enforcing agencies 
of Iowa. 


Outmoded Enforcement 
Machinery 


HEN the Iowa bankers sponsored the 

Vigilante system, they made a re- 
search of the man power and the equipment 
of the average Iowa county sheriff’s office. 
Their findings shocked them. While the 
towns had grown, the population had in- 
creased, the farm and city property had 
become more valuable and the banks and 
business interests had increased tremend- 
ously in 60 or 70 years, the average sheriff’s 
office was still manned by a sheriff and one 
deputy ; each had a light gun of a 32 caliber 
and usually a lightweight automobile for 
which he purchased the oil and gas. While 
the civil work of the sheriff had developed 
with the progress of the community, the 
chief peace officer, formerly a merchant, a 
farmer or a successful politician, was gen- 
erally overwhelmed when it came to trying 
to catch the organized bank robber as well 
as to grapple with the technicalities of evi- 
dence and legal procedure that might thwart 
the crooks from escaping through the loop- 
holes in the law. 


The Vigilantes were organized to overawe 
the marauding bank robbers, whose methods 
of storming a small town and terrorizing it 
in broad daylight made Jesse James and his 
gang look like pikers. At the same time, the 
Iowa bankers looked further ahead because 
they recognized that the law enforcement 
machinery had to be modernized along with 
the physical means of giving battle to the 
bank robbers. Before the Vigilante organi- 
zation was set up, the penalty statutes for 
bank robbery and burglary were made in- 
creasingly severe. It meant life imprison- 
ment at hard labor for any person entering 
the bank with intent to rob. Then considera- 
tion was given to other means of strength- 
ening the arm of the law. A statute was 
proposed by the bankers to create a state 
bureau of criminal investigation which would 
enable the attorney general to set up a sys- 
tem for criminal identification. Under this 
law, every sheriff and the chief of police of 
each city and town must forward the finger 
prints and photographs of all crooks. To- 
day, the state bureau has more than 70,000 
finger prints and 20,000 photographs on 
file. Under a law passed by the last legis- 
lature, each one of the ninety-nine counties 
will begin the creation of a county finger- 
print bureau, all to be affiliated with the 
state bureau. Little wonder criminals with 
a past steer awav from Iowa! 

Along with this, it was written into the 
law that there should be a state school of 
instruction for sheriffs and a county school 
of instruction for the lesser law enforcing 
officials. It was under this statute sponsored 
by the Iowa bankers that the governor 
called the sheriffs from all counties to this 
school to learn the most advanced methods 
of combating crime and to improve their 
technique of making arrests, preserving 
evidence, preparing for trial, filing informa- 
tion and acting in such a way as not to 
violate thé rights of the prisoners. The need 
for such a school did not grow out of theory 
but unfortunate experiences. Desperate 
bank robbers caught over the border in a 
neighboring state slipped out of the hands of 
the law because Iowa sheriffs had drawn up 
papers of extradition in the wrong manner. 
Fingerprint clues and other valuable evi- 
dence in cases of bank robberies were lost 
because sheriffs let the public handle the ex- 
hibits and blur the tell-tale fingerprints of 
the criminals. 


Meet in State House 


iv would have been hard for the governor 
to have designated a more impressive 
place for the course of instruction—for the 
sheriffs met in the chamber of the house of 
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representatives. But what a difference from 
the usual assembly—as pistols were dis- 
played, enlarged finger prints were flashed 
on the screen, bullets were fired at armored 
vests and learned men discussed the fine art 
of poison! 

Just imagine how much the average 
sheriff took back with him, by reviewing 
the program: 

To make sure that the bank robber is 
convicted after he is caught, the assistant 
attorney general talked in the most prac- 
tical terms as to the essentials of criminal 
evidence and told how it should be pre- 
served and presented. 

To get the proper background the his- 
tory of the Vigilante movement was sketched 
briefly by Frank Warner, the Secretary of 
the Iowa Bankers Association, who re- 
cited how the system had cut the annual 
losses from bank robberies from the high 
point of $228,973 in 1920-21 to $10,000 dur- 
ing the past year. The reduction in in- 
surance rates that has come to the Iowa 
bankers through getting the upper hand 
over the bank robbers means not less than 
$20,000 per year in savings to the banks of 
the State, he told them. While the bank- 
ers were inspired to revive the vigilantes 
to curb bank robbers, Mr. Warner, in their 
behalf, pledged the sheriffs the fullest co- 
operation of the association in combating 
all major crimes and in supporting law 
enforcement. 


Automobile Concealed 
Numbers 


HE secret of how sheriffs may learn 

where the high-powered automobiles that 
bank robbers use come from was imparted 
to them by an expert from Chicago. The 
thieving industry, he told the meeting, is 
constantly on the alert for new methods of 
disguising cars. Indeed, the Automobile 
Protective and Information Bureau, which 
is maintained by 139 stock insurance com- 
panies writing automobile theft insurance 
to protect their own risks, has uncovered 
processes for making counterfeit number 
plates, which the factories themselves have 
had difficulty in setting down as spurious. 
However, there are certain secret numbers 
on every automobile—the expert told the 
sheriffs—that may be looked for; and as 
the automobile manufacturers keep track 
of where each car is sent, it is possible to 
find where an abandoned automobile, used 
in the robbery of a bank, originally was 
shipped, and thereby perhaps get a clue that 
will lead to the ultimate discovery of the 
robbers. At the close of his talk, the ex- 

(Continued on page 499) 
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Banks Urge End of Discrimination 
Against Savings Depositors 


Congress Is Asked by Special Committee Representing The 
American Bankers Association To Grant Same $300 Exemp- 
tion From Federal Income Tax to Savings Depositors That Is 
Given To Holders of Shares in Building and Loan Associations. 


HE plea that Congress should place 

individuals receiving interest on sav- 

ings deposits from banks and trust 

companies on a plane of equality in 
federal income taxation with individuals ob- 
taining dividends and interest from building 
and loan associations was made before the 
Ways and Means Committee of the House 
of Representatives in Washington early in 
November by a special committee, represent- 
ing the Savings Bank Division of the Ameri- 
can Bankers Association. 

Rome C. Stephenson, president of the St. 
Joseph Loan & Trust Company of South 
Bend, Ind., as spokesman for organized 
banking, urged the Congressional committee, 
which is now engaged in framing the new 
revenue act, to grant the same tax exemp- 
tion to savings depositors as is now given to 
shareholders in the building and loan asso- 
ciations. Under the present law there is an 
exemption of $300 on the income received 
from these homestead associations. While 
no action was taken by the Ways and Means 
Committee at the time, Judge William R. 
Green, of Iowa, the chairman of the com- 
mittee, indicated that there was less likeli- 
hood of Congress extending the benefit of 
the exemption to the banks and trust com- 
panies than of striking out the exemption 
given to building and loan associations. The 
tax bill, as reported to the House, made no 
change. 

Mr. Stephenson appeared before the com- 
mittee at the Capitol on Nov. 3. After mak- 
ing a brief oral statement, he was granted 
permission to file a brief which recited what 
organized banking desired i: the way of 
more equitable taxation on this matter. 
During the time that he was on the stand 
Mr. Stephenson was questioned by six dif- 
ferent members of the committee—Chairman 
Green, of Iowa; Representative Garner, of 
Texas, the ranking minority member of the 
Ways and Means Committee, and Represen- 
tatives Collier, of Mississippi; Oldfield, of 
Arkansas; Chindblom, of Illinois, and Dick- 
inson, of Iowa. 

The $300 exemption was first included in 
the federal income tax act of 1921. At that 
time there was a housing shortage in some 
parts of the country, and it was felt that 
this exemption would tend to encourage in- 
vestments in building and loan shares, and 
thus make more money available for the 
construction of homes, particularly for those 
having small incomes. The provision was 
temporary and not permanent, however. Its 
life was extended when the Revenue Act of 
1924 was passed and when Congress made 
a revision in 1926 it struck out all limits as 
to the time that the exemption would run. 


It was in the following statement that Mr. 
Stephenson asked that Congress place the 
savings depositor on the same basis of taxa- 
tion as the building and loan association 
shareholder : 


Banks Loan on Homes 


R. STEPHENSON: I want to call 

your attention to section 213, para- 
graph 10, which is that paragraph that pro- 
vides an exemption of $300 on the income 
that is received from building and loan asso- 
ciations. 

For the purpose of getting this into the 
record, I am chairman of a special commit- 
tee of the American Bankers Association. 
I am president of the St. Joseph Loan & 
Trust Co., of South Bend, Ind., and vice- 
president and executive manager of the St. 
Toseph County Savings Bank, a mutual in- 
stitution at South Bend, Ind. I appear here 
without any compensation. 

The banks believe that the section should 
be amended whereby the income received by 
savings depositors in the banks and trust 
companies should likewise be exempted up 
to $300 in any one year, the same as the 
exemption that is provided for building and 
loan associations. 

Mr. Garner: May I ask you a question 
there? Would the converse of that be sat- 
isfactory to you—to repeal that provision 
and put you all on the same basis? 

Mr. Stephenson: It would. It would be 
entirely satisfactory to the banks, I believe. 

Mr. Garner: The thing that you are com- 
plaining of, I suppose, is that you are in a 


‘competitive business, and that one of you is 


taxed in excess of the other. 

Mr. Stephenson: It appears to us that 
there is a discrimination in favor of the 
depositor, who has money in the building 
and. loan association, and against the depos- 
itor, who has money in the banks and trust 
companies. 

When the income tax law was passed we 
did not ask for the exemption, but since 
the exemption has; been granted to persons 
having money in building and loan associa- 
tions, the banks think it would be entirely 
fair and right and just to the savings de- 
positors in the banks and trust companies to 
give them a like exemption. 

Mr. Garner: There has been a good deal 
of argument submitted here on that point, 
and it appealed to me, as one member of the 
committee, that there is a discrimination, and 
that probably the best policy that Congress 
could pursue would be to repeal the provision 
and give none of them any exemption. 

Mr. Collier: Do the banks and the build- 
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ing and loan associations perform the same 
functions? 

Mr. Stephenson: Yes, sir; the banks and 
the building and loan associations are per- 
forming similar functions. There is no doubt 
whatever that the building and loan associa- 
tions are doing great good in the country in 
helping the poor man to acquire a home; 
and the banks and trust companies are per- 
forming a like service; and the money that 
is being placed with banks and trust com- 
panies is being used today in a manner simi- 
lar to the money that is being placed in 
building and loan associations. 

Mr. Oldfield: To the same extent, would 
you say? 

Mr. Stephenson: Yes, sir; to the same 
extent. 

Mr. Oldfield: The banks and trust com- 
panies are lending as much money to build 
homes as the building and loan associations? 

Mr. Stephenson: Yes, sir. I think you 
will find in cities of Indiana, like South 
Bend, Mishawaka, Elkhart and all through 
there, that the banks go the limit in ad- 
vancing money to the poor men for the pur- 
pose of building homes. 

Mr. Collier: They do not make settle- 
ments in the same way, though, with refer- 
ence to partial payments, do they? 

Mr. Stephenson: The banks and trust 
companies are adopting that plan of amortiz- 
ing their loans, so that many of the banks 
and trust companies are making loans with 
partial payments, monthly payments and a 
small payment made on the principal each 
year, together with interest. 

Mr. Collier: I have always thought that 
any encouragement that could be given to 
enable more people to become home builders 
in the country was a very laudable under- 
taking. 

Mr. Stephenson: Yes, sir. 

Now, I want it distinctly understood that 
the banks are not complaining about this pro- 
vision that has been made in favor of de- 
positors and stockholders in building and 
loan associations. We are simply asking that 
the same provision be extended to, the banks 
and trust companies; and if the members of 
this committee will make an investigation, 
if they want an investigation made, they will 
find that it is quite general throughout the 
country that the savings of depositors in 
banks and trust companies are today being 
used in encouraging the poor man to ac- 
quire a home. 

Mr. Chindblom: The banks make profits 
on those loans, do they not? 

Mr. Stephenson: Yes, sir. 

(Continued on page 484) 
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New Union Trust Building, Detroit, now under construction 


T has been truly said that the “best reward 
of having wrought well is to have more to do”. 
Union Trust Company regards this new build- 
ing, not only as a memorial of 36 years of faith- 
ful service, but as a medium for rendering even 
finer and broader service in years to come. 


Union Trust Company 


First Trust Company in Detroit — Friend of the Family 
Griswold at Congress Street Ki 
ND Detroit 


When writing to advertisers please mention-the American Bankers Association Journal 
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The Messenger 
Thrift 
Calendar 
Builds 


Business for 


BANKERS 


ESIGNED especially for bank advertising, the 

Messenger Thrift Calendar has separate calendar 
sheets and different thrift art subjects for every month. 
This means constant freshness and variety for your 
Thrift message throughout the whole year. Season- 
able illustrations, full of human interest and appeal 
—effective thrift captions and sketches to note im- 
portant dates— make the Messenger Thrift Calendar 
a continuously effective medium for your advertising. 
It is a consistent builder of good will and better 
banking business. 


THE MESSENGER THRIFT CALENDAR 
always finds a PLACE ON THE WALL 


and remains there 365 days in the year. It is preserved be- 
cause of its beauty, freshness and usefulness. It is effective 
for bank advertising because of that single concentrated 
message “‘Save” told by picture, word, color. Every Messen- 
ger Thrift Calendar has on the last sheet a very complete 
compilation of Home Budgets, a useful interest table and a 
valuable document inventory. This will help build business 
Messenger Publishing Company for your investment and safety deposit vault department. 


5932-44 Wentworth Ave., Chicago, Ill. for FREE Sample 
Gentlemen: 


of the Messenger Thrift Calendar and further infor- 

mation about our proposition to bankers, mail the 

coupon today. If you have already ordered 1928 

8 : P z Calendars, you will want to see samples of the 1929 
for: (check) (J 1928 C] 1929 edition, just off the press. 


MESSENGER PUBLISHING COMPANY 
5932-44 WENTWORTH AVE. + CHICAGO 


Name 
Address 
City and State 


When writing to advertisers please mention the American Bankers Association Journal 
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Savings Gain During 1927 


By W. ESPEY ALBIG 


Deputy Manager, American Bankers Association 


Total Savings Deposits in Reporting Institutions Amount to 


$26,090,902,000. The Increase Over Last Year Was $1,394,- 


710,000. Savings Per Capita is $220. 


Number of Savings De- 


positors 48,354,784. Time Certificates and Non-Reporting States. 


HE year which closed on June 30, 

1927, showed a volume of savings 

deposited in banks and trust com- 

panies of continental United States 
of $1,394,710,000 over the preceding year, 
and total savings deposits of $26,090,902,000. 
If this amount were distributed equally 
among all the people of the United States, 
it would amount to $220 per person. 

The gain over last year in savings amounts 
to $9 per inhabitant, an advance of 4.3 per 
cent, and a gain of 98.2 per cent per inhabi- 
tant over 1918, the year when savings de- 
posits developed their strong upward curve, 
which to this time has not been stopped. The 
gain per inhabitant since 1912, which is the 
earliest year for which adequate records are 
available, is 150 per cent. 

The most significant indication of the 
value of the emphasis on thrift, which is 
constantly being made through addresses, 
newspapers, and advertising in various 
forms, is furnished by the growth in the 
number of savings depositors. The gain is 
notable. In the 36 states reporting depositors 
in all types of banks as of June 30, 1926, 
and June 30, 1927, the increase over last year 
is 1,592,544, which is a gain of 3.9 per cent. 

Of these new depositors, 506,824 can be 
credited to school savings, leaving a net gain 
of depositors from other sources of 1,085,720. 

The total number of savings depositors 
reported in the banks and trust companies of 
the United States is 48,354,784. This figure 
is far short of the real number of savings 
depositors by reason of the fact that the 
state banking departments of Alabama, In- 
diana, Iowa, Kansas, Kentucky, Louisiana, 
Mississippi, Montana, Nevada, North Da- 
kota, Ohio, South Carolina, Wisconsin and 
Wyoming do not make a call for this in- 
formation in their reports. 

We have assurance from the banking de- 
partment of Ohio that a complete report will 
be available next year from that state. By 
that time it is hoped the states not hereto- 
fore seeking this information will require it, 
in which case the total number of savings 
depositors will show a sharp rise from that 
shown this year. 


Prosperity Continues 


HE one fact which stands out in bold 
prominence is the continued prosperity of 
the New England and Middle Atlantic 
States. New York State, an empire in it- 


self in wealth, population and extent, leads 
with a gain of savings per inhabitant over 
last year of $43; Rhode Island follows with 
a gain of $34; Massachusetts is third with 
a gain of $33; while Vermont with $29, 


Connecticut with $26, and New Jersey with 
$24, are not far behind. In fact, 82.7 per 
cent of all the gain in savings in the United 
States during the last year was made in the 
New England and Middle Atlantic States. 

These gains are of course not greater in 
percentage than those registered by other 
states in the United States where the back- 
log of savings is not so great. While New 
York gained 8.2 per cent savings per in- 
habitant during the past year, Texas gained 
9.7 per cent and there was in Virginia a 
gain of 5.5 per cent; Mississippi a gain of 
5.9 per cent; Kentucky a gain of 5.6 per 
cent; Illinois a gain of 6.5 per. cent; Michi- 
gan a gain of 5.2 per cent; Idaho a gain of 
5.7 per cent, and Arizona a gain of 5.3 per 
cent. 

The increase in the volume of savings de- 
posits in relation to total individual deposits 
tends tv continue. In 1919, on account of 
the enormous purchases of Liberty bonds, 
saving deposits were but 46 per cent of the 
individual deposits. This percentage has 
become greater each year since and is now 
53, a higher point than ever before reached 
in the United States. 


Decrease in Time Certificates 


HE tendency of banks’ customers to use 

the savings account rather than the time 
certificate of deposit is again emphasized 
by the relative decrease in the amount of 
money in time certificates of deposit. In 
1912, 22.8 per cent of total savings was rep- 
resented by time certificates of deposit; in 
1918, 18.0 per cent; in 1925, 13.1 per cent; in 
1926, 12.9 per cent, and in 1927, 12.5 per 
cent. 

While the gain in savings accounts and in 
time certificates of deposit is invariably as- 
signed to prosperity, the decline in the 
amount held in certificates of deposit may or 
may not be an indication of lack of pros- 
perity. Funds in a bank, held under certifi- 
cates of deposit, in New England, the Mid- 
dle At'antic States, and the Pacific States, 
are likely awaiting investment or other 
specific purposes later. 

In the Southern States, the East Central 
and the West Central States, the banks’ cus- 
tomers have not become habituated in many 
cases to the use of the savings account and 
continue to utilize the time certificate of 
deposit for funds which would, under simi- 
lar conditions in New England or the Pacific 
Coast, be placed in savings accounts. Lack 
of encouragement by banks is doubtless a 
large contributing factor in the continued 
use of the time certificate of deposit instead 
of the savings account. 
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A number of states, as of June 30, 1927, 
show a gain in deposits in savings accounts, 
but a decided loss in the amount represented 
by time certificates of deposit. This may 
mean that prosperity has not been general in 
the state and that these funds have been 
withdrawn for purposes of consumption, or 
it may simply mean that amounts formerly 
held in time certificates of deposit have been 
invested or used in productive enterprise. 

The tendency of all types of banks to 
equalize bank activities, which was analyzed 
at length in last year’s report, is even more 
noticeable during the past year. In 1912, 
18 per cent of all time deposits was in na- 
tional banks, and 82 per cent in state banks. 
In 1926, 25 per cent of the time deposits was 
in national banks, and 75 per cent in state 
banks. As of 1927, 27.2 per cent was in na- 
tional banks and 72.8 per cent in state banks. 
This equalization of activities in various 
types of banks simply indicates the growing 
flexibility of banks irrespective of the type 
of charter. 


Flood Takes Toll 


HE effect of the destructive flood in 

the Mississippi Valley is shown in the 
report from Arkansas, which during the 
past year had a gain of savings per inhabi- 
tant of but 2.7 per cent, against a percentage 
gain of savings of 442.9 over 1912—the 
highest gain reached by any state in the 
United States; in Missouri, which suffered 
loss both in savings accounts and in time 
certificates of deposit; and in Louisiana, 
which, although increasing the amount in 
savings accounts slightly over last year, lost 
a much greater amount in time certificates 
of deposit; in Mississippi, which registered 
a gain per inhabitant of but 5.9 per cent over 
the previous year, although the gain per 
inhabitant over 1912 is 430 per cent, being 
second only to the gain in Arkansas. 

The fear which sometimes arises in a sec- 
tion of the country that the banks may not 
be able to safeguard their customers’ money 
is reflected in any report of savings de- 
posits covering that section. This condition 
emphasizes anew the timidity of money and 
the care which should be exercised by banks 
generally in order that the banking business 
shall be prosperous. 

If the amount of savings as of June 30, 
1926, is taken as a basis, and interest there- 
on computed at 3% per cent, the interest 
added to the principal will amount to $25,- 
560,559,000, which would show the addition 
of only $503,727,000 of new money necessary 
to reach the total $26,064,286,000, as of 
June 30, 1927. 
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The greatest increase in savings deposits 
in any one year since the war was for the 


year ending June 30, 1920, when the gain. 


over the previous year was $2,273,668,000. 
There has been a gradual recession each 
year from that figure. This apparent dimin- 
ution of savings has led to statements that 
Americans are less careful of income man- 
agement than before. 


Savings Changes Form 


T is impossible to believe that: the in- 
creased number of savings depositors 

simply are depositors in name only and add 
little to the sum total of savings. Possibly, 
more attention has been given by banks to 
encourage the opening of new savings ac- 
counts, rather than to add to the amount of 
money deposited in the savings accounts; 
however, every indication points to the fact 
that banks are being used more and more 
simply as reservoirs for the deposit of funds 
until such time as the depositors have 
amassed sufficient to enable them to pur- 
chase investments. 

The reports received from _ individual 
banks as to the activity of customers’ ac- 
counts, the increase in life insurance, the 
sales of stock in corporations to employees, 
the great development of home ownership 
and of popular ownership of real estate 
mortgage bonds reveals the fact that sav- 
ings is not slackening but simply developing 
new channels. This belief is fostered by the 
fact that the number of savings depositors 
is increasing at a more rapid rate than the 
amount of deposits. 


Savers and Population 


of the relation of the number 
of savings depositors to the population 
is interesting. It is impossible to know what 
duplication exists in savings accounts, since 
occasionally one person may have several 
accounts; however, in New England, the 
population as of July 1 is given by the Cen- 
sus Bureau as 8,182,428, while. the number 
of savings reported is 7,270,143; indicating 
that approximately 89 persons out of every 
100 in New England have savings accounts. 

The population of the Middle Atlantic 
States is 27,282,000, as compared with sav- 
ings depositors numbering 18,874,179, in- 
dicating that 69 out of every 100 persons 
have savings accounts. 

In the Southern States, five states do not 
give the number. of depositors; however, in 
the remaining states depositors number 
3,001,389, in comparison with population in 
those states of 21,478,000, indicating that 14 
out of every 100 persons have savings ac- 
counts. 

In these states the time certificates of de- 
posit amount to $419,707,000 which is 32.4 
per cent of the amount in savings accounts. 
Much of the money represented by time 
certificates of deposit is in reality savings, 
but the number of certificate holders is not 
known, otherwise the number of savings de- 
positors would be greatly increased. It 
must be borne in mind, too, that in this area 
there is a colored population of 8,378,043. 

In the East Central States, four states do 
not report the number of savings depositors ; 
however, in the remaining states depositors 
number 8,363,298 in comparison with popu- 
lation in those states of 17,982,000, indicat- 
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ing that 47 out-of-every 100 persons have 
savings. accounts. 

Here, too, the factor of time certificates 
of deposit enters. In the reporting states of 
this group the amount held on certificate is 
$1,465,494,000 which is 31.9 per cent of the 
amount in savings accounts, and there is no 
record of the number of certificate holders. 


The Stronghold of the Certi- 
ficate of Deposit 


N the West Central States, four states 
do not report the number of savings de- 

positors; however, in the remaining states 
depositors number 827,683 in comparison 
with population in those states of 5,942,000, 
indicating that 14 out of every 100 persons 
have savings accounts. 

The situation as to time certificates of 
deposit is by far a greater factor in these 
states than in the Southern or East Central 
groups. 
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Here the amount of time certificates of 
deposit is greater by 44.8 per cent than the 
amount in savings deposits. All the indj- 
cations are that the real savings depositors 
are more numerous than indicated by the 
number of depositor. in savings accounts, 

In the Pacific States, one state does not 
report the number of savings depositors. In 
the remaining states depositors number 
4,197,104 in comparison with population in 
those states of 8,400,000, indicating that 50 
out of every 100 persons have savings ac- 
counts. 

It is scarcely to be denied that agricul- 
tural distress is reflected in this report from 
some districts in the United States. 

Against this situation, we have that in 
other sections of the country where, despite 
occasional crop failures or periods of un- 
employment in industry, savings deposits 
continue to reach a higher total, year after 
year. This latter condition makes for more 
peaceful living. 


SUMMARY OF SAVINGS DEPOSITS AND DEPOSITORS IN THE BANKS AND TRUST COM. 
PANIES OF CONTINENTAL UNITED STATES, COMPILED FROM REPORTS RECEIVED 
BY THE AMERICAN BANKERS ASSOCIATION—SAVINGS BANK DIVISION 


Per 
Inhab. 
Savings, 
1927 


Savings, 
1927 
$298,992,000 

213,782,000 
193,182,000 
2,439,613,000 
351,332,000 
795,605,000 
4,291,506,000 


6,474,741,000 
1,237,520,000 
2,516,497,000 

88,773,000 


New Hampshire 
Vermont 
Massachusetts 

Rhode Island 
Connecticut 

New England States. 


New York 

New Jersey 
Pennsylvania 

District of Columbia. 
Delaware 56,948,000 
Maryla.d 435,658,000 
Middle Atlantic States 10,810,137,000 


243,831,000 
163,748,000 
156,737,000 
92,139,000 
139,814,000 
183,287,000 
105,650,000 
97,439,000 
129,399,000 
185,845,000 
73,123,000 
191,659,000 
171,953,000 
1,914,634,000 


1,275,672,000 
404,509,000 
1,456,440,000 
1,093,895,000 
511,757,000 
525,754,000 
486,357,000 
326,585,000 
6,080,969,000 


80,438,000 
65,787,000 
199,452,000 
122,431,000 
63,040,000 
22,108,000 
108,942,000 
8,278,000 
95,054,000 
765,740,000 


199,897,000 
115,747,000 
1,768,135,000 
29,739,000 
66,816,000 
20,250,000 
27,337,000 
2,227,921,000 


$26,090,902,000 


Virginia 
West Virginia 
North Carolina 


Mississippi 
Louisiana 
Texas 
Arkansas 
Kentucky*** 
Tennessee 


Michigan 

Wisconsin 

Minnesota 

Iowa 

Missouri] 

East Central States. . 


North Dakota 
South Dakota 
Nebraska 


Wyoming** 

Colorado 

New Mexico 
Oklahoma 

West Central States. . 


Washington 
Oregon 
California 


United States 


over 1926 over 1926 
$17 4 


Per Cent 


Gain in Gain in 
Savings Savings 


per 
Inhab., 


Per Cent 

Gain per Per Inhab. 

Inhab., Savings, 
1927 1927 


over 1918 overl912 
67.1 97.3 


Number 
Savings 
Depositors 
649,697 
371,727 
320,051 
4,079,672 
390,139 
1,458,857 
7,270,143 
8,707,762 
2,577,875 
6,240,199 
322,180 
113,189 
923,024 
18,874,179 
577,837 
448,329 
542,220 
200.826* 
434,539 
356,994 
801,616* 
130,957* 
401,568" 
321,539 
150,011 
394,528° 
169,920 
4,430,884 


749,500* 
838,039* 
4,617,411 
2,573,892 
1,138,347* 
870,766 
1,546,953* 
301,229 
12,136,137 


85,979* 
77,888 
438,995 
863,268* 
109,677* 
36,607* 
166,628 
18,920 
125,252 
1,423,214 


475,464 
290,340 
3,070,118 
34,983 
271,949 
23,125° 
54,248 
4,220,227 


48,354,784 


1927 


| 


BN 


| 


| 


| | 
| pom 


23.5 
344.4 
105.0 


141.5 
209.5 
143.3 
115.4 
106.5 
221.0 
215.8 
160.4 


150.0 


| 
me 000 
$ 
winter Dime 


90 


aA 


98.2 


tIncludes complete reports from national banks in all States and from State chartered banks and 


trust companies in thirty-six States. 
—Decrease. 


*No report of number of depositors in State chartered banks and trust companies received for 1927. 


Last reported figures used. 


**1926 report used. No report received for 1927. 


***1925 report used. No report received for 1927. 


(April 12, 1927. 


= 
per 
1927 
470 25 63.2 100.8 
546 29 64.5 136.4 
575 33 87.9 125.5 
499 34 74.5 84.8 
486 26 55.8 93.6 
524 29 74.6 113.0 
567 43 157.7 152.0 
330 24 146.3 214.3 
164 12 148.4 343.2 
3 234 11 95.0 212.0 
273 20 96.4 150.5 
395 27 139.4 161.6 
ease 96 5 134.1 200.0 
eer 97 4 67.2 110.9 
54 1 134.8 260.0 
South Carolina....... 50 —7 -- 35.1 163.2 
44 —A4 63.0 131.6 
134 —2 204.5 415.4 
41 192.9 241.7 
54 157.1 430.0 
67 109.4 191.3 
34 183.3 325.0 
38 245.5 442.9 
75 177.8 294.7 
69 130.0 263.2 
Southern States...... 60 130.8 233.3 
Ore 190 77.6 120.9 
Indiana ............ 128 80.3 124.6 
Illinois ............. 200 104.1 163.2 
244 1 101.7 151.5 
175 78.6 121.5 
196 —B5 45.2 122.5 
> 201 11 21.1 76.3 
93 7 63.2 121.4 
183 1 76.0 134.6 
143 123.4 
Montana ............ 88 41.9 
92 84.0 
101 
21 
40 
82 
128 
130 
399 
128 
Nevada ............. 260 
Pacific States........ 263 


eee 
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This blue print saved a 


buyer thousands of dollars! 


HE Commerce Trust Company of Kansas City 

faced a serious problem. 12,000 abstracts had to 

be filed in a vault that seemed much too small for 

the job. A new vault would have cost thousands of 
dollars. 

This blue print, the result of the Baker-Vawter man’s 


thorough study of their requirements, solved the prob- 
lem. 


For the blue print showed them in graphic form, how 
Baker-Vawter Space Saver Files would virtually enlarge 
their old vault 30%. It showed them that on the floor 
space required for 26 ordinary four-drawer legal files, 
they could get 30% more filing capacity in Baker-Vawter 
five-drawer legal files. 

They bought Baker-Vawter files, and saved the cost of 
a new vault. 

The saving in interest alone amounts to approximately 
$400.00 per year, which pays for the files every five 
years. Because Baker-Vawter files are built to last, the. 
original cost will be returned many times during their 
long useful lifetime. 

If YOUR filing quarters are cramped, talk with the 
Baker-Vawter man. He will gladly analyze your filing 
problem and show you a blue print of his findings, with- 
out any cost or obligation on your part. Send for him 
today. 


BAKER-VAWTER SALES CO., TONAWANDA, N.Y. 


Baker-Vawter Space Saver Files are of angle- 
steel construction. The rigid steel frame is spot- 
welded thruout, making it as near one piece as an 
assembled unit can be made. 

All drawers are equipped with automatic 
latches, Baker-Vawter two-rail followers, and 
one-piece progressive, ball-bearing drawer sus- 
pensions made of nickeled steel. 

Besides giving extra filing capacity, Space 
Saver files are built to last longer. Yet they cost 
no more per filing inch than other high grade 
files. 

There are 18 different styles to choose from— 
one for every standard filing need. 


BAKER-VAWTER 


Division of 


Remington-Rand 


When writing to advertisers please mention the American Bankers Association Journal 
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Canadian Bank Stocks 


By C. M. SHORT 


Canadian Bank of Commerce, Toronto 


Reasons Why Buying Orders Had Reached Such a Volume 
That There Was a Rise of Over 40 Points in the Composite Price. 
American Interests Not Seeking Control But Only a Profitable 
Special Act Covers Rediscount Facilities. 


Outlet for Surplus. 


URING a period of extensive de- 

velopment of the natural resources 

that lie within Canadian territory 

a great fund of new capital has 
been required and, as may be generally 
known, a substantial part of this has come 
from the United States. In little more than 
a decade American investments in Canadian 
securities and enterprises have increased 
from $500,000,000 to about $3,500,000,000, 
the latter amount being nearly one-sixth of 
the national wealth of the Dominion as cal- 
culated from an inventory of physical assets 
actually in use. This money has been fairly 
evenly distributed in government and muni- 
cipal bonds, in development projects con- 
nected with mining and forestry and in gen- 
eral manufacture. Recently, however, a 
group of American investors turned their 
attention to the stocks of Canadian banks 
and their activities in this direction have 
caused considerable comment on both sides 
of the border. This article has been written 
to explain the reasons for this interest in 
Canadian banks, to describe the financial 
structure represented by these institutions 
and to indicate the probable course of 
economic events which may affect the value 
of this new form of investment on the part 
of the American public. 


Many explanations have been offered in 
regard to this attention to stocks that or- 
dinarily do not loom largely in the minds 
of shrewd traders. It has been pointed 
out that Canadian securities are generally of 
a character that appeals strongly to the in- 
vestor in foreign issues and that, as less 
financing had been done this year by the 
Dominion and municipal authorities and by 
pulp and paper companies, the field for in- 
vestment in new high-grade securities has 
been comparatively limited, and the next 
‘best. opportunity lay in those already listed 
and available in reasonably large blocks. It 
has also been mentioned that continued easy 
money conditions and the reactions which 
occurred in industrial stocks caused experi- 
enced traders to “shop” for securities which 
could be secured on favorable terms as to 
price and yield, and comparison on this basis 
with the stocks of some large banks in the 
United States showed the returns on Cana- 
dian bank stocks to be higher by from 1 to 
2 per cent. Some authorities have also ex- 
pressed the opinion that, notwithstanding 
improvement in the strong position of Cana- 
da’s leading banks, their shares had not ad- 
vanced in sympathy with other stocks. 
Probably all these factors were taken into 
consideration, but it seems that the two last- 
mentioned were the most prominent. Within 


three months the buying orders had reached 
such volume as to cause a rise of over forty 
points in the composite price of these stocks. 
While this was the most spectacular, it was 
not the only flurry in these securities. Last 
Spring it was observed that a fairly large 
buying movement had been initiated by 
American business concerns, which, because 
of their interests in Canada, had acquired a 
knowledge of the affairs*of the country. 


Americans Not Seeking 
Control 


HE most recent development, however, 

was so outstanding that some people 
came to the conclusion that American in- 
terests were seeking to gain control of Cana- 
dian banks, but this view was disputed by 
the Hon. Mr. J. A. Robb, Minister of Fi- 
nance in the Dominion Government, who 
made the following announcement : 

“While bank stocks have been mentioned 
particularly, I find that those behind the 
new organizations (investment trusts formed 
to purchase these securities) contemplate as 
well the purchase of shares of Canadian in- 
surance companies, and the preferred stock 
of some leading industrial concerns. Cana- 
dian bankers scout the idea that control is 
the objective either as regards the bank or 
the other stocks. Rather, it is said to be 
simply a case of people, having a lot of 
money, seeking a field of profitable, promis- 
ing and stabilized investment. My inquiries 
lead to the conclusion that more American 
capital is coming to Canada, not with the 
idea of securing a control that would not 
be permitted anyway, but rather, as stated 
to find a profitable outlet for a surplus of 
moneyed resources.” 

The functions of banking in Canada are 
performed by eleven institutions which oper- 
ate under a general form of charter, the 
3ank Act, passed by the House of Commons 
and the Senate. This Act, which is revised 
every ten years, sets out the requirements 
for the founding of a bank and if these are 
met the new institution is clothed with wide 
powers. It will be of interest, particularly 
because of some later statements, to note 
briefly some of the more important features 
of this framework of Canada’s financial 
structure. Before a bank can obtain a char- 
ter from the Government, it must satisfy the 
Minister of Finance that’ capital to the ex- 
tent of at least $500,000 has been subscribed 
and that fully $250,000 has been paid up. If 
these conditions are complied with, and the 
Minister believes that the bank will be oper- 
ated in the interests of the public, it will be 
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permitted to commence business, and it then 
has the right to issue notes to the amount of 
its paid-up capital, plus the amount of gold 
and notes of the Dominion Government 
which it may elect to deposit in a central 
reserve fund. In view, however, of the 
great amount of currency required during 
the crop-moving period (usually from Sep- 
February) a bank the 
privilege of issuing notes to an amount not 
exceeding by more than 15 per cent its com- 
bined paid-up capital and reserve fund. The 
shareholders are liable, in the event of sus- 
pension, for sums equal to the par value of 
their shares, but it has seldom been neces- 
sary to make such a call, because bank fail- 
ures in Canada have been infrequent. 

In order to discourage loans of non-liquid 
character it is expressly provided that se- 
curity over real estate is to be taken only 
to protect a pre-existing debt. But, to as- 
sist in production in the primary industries 
loans may be made “to any wholesale pur- 
chaser, or shipper of or dealer in the prod- 
ucts of agriculture, the forest, quarry or 
mine or the sea, lakes and rivers.” The Act 
also permits of loans for the purpose of 
warehousing and shipping goods, and to 
farmers on the security of live stock and 
growing grain crops. 


Rediscount Facilities 


EDISCOUNT facilities exist in the 

form of a special Act empowering a 
bank to pledge to the government securities 
of the Dominion of Canada, the United 
Kingdom, the United States, any province or 
municipality of Canada or any British pos- 
session, and promissory notes and bills of 
exchange secured by documentary title to 
commodities, or issued or drawn for agricul- 
tural, industrial or commercial purposes. 
Such securities are subject to valuation by 
representatives of the Department of Fi- 
nance and if they are acceptable, the bank 
will receive the government’s notes in ex- 
change. Supervision over Canadian banks is 
exercised by the Minister of Finance, who 
receives monthly from each institution a 
statement of assets and liabilities. Examina- 
tions of the head offices are conducted by an 
appointee of the Minister with practical ex- 
perience in banking. The banks, however, 
employ outside auditors with the standing 
of certified public accountants, to examine 
the head office records and those of the large 
branches on behalf of the shareholders. 
Furthermore, each bank has auditors and in- 
spectors, drawn from its own staff, who 

(Continued on page 502) 
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The Lew Burroughs 


Multiple Register 
Bank Bookkeeping 
Machine gives you 
all these advantages 


I 


Immediate proof—as soon as ledgers are posted— 
whether all items have been entered; that checks 
have been posted as checks and deposits as 
deposits. 


Immediate proof—as soon as statements are 
posted— whether all items have been entered; 


For the bank that does not run a daily “Old and 
New Balance” proof or a “Long Balance” proof 
—and has no assurance that all items were posted 
to the ledgers and statements—this new machine 
furnishes such a proof automatically. 


Immediate proof is secured with the Clearing 


5 Total as soon as such items are posted to the 


that checks have been posted as checks and ledger accounts. 


deposits as deposits. 


In case of an operating error, the operator can 
localize it to the account on which it was made 
by merely comparing the new balances on the 
corresponding ledger and statement journal tapes. 


Furnishes a proof automatically that eliminates 
the “Old and New Balance” proof or daily “Long 
Balance” proof. 


Eliminates running check and deposit journals 
7 inasmuch as the journal tape contains the com- 
plete detail of all transactions. The tape also shows 
the old and new balances of each active account 
and this facilitates tracing items. Furthermore, it 
is a journal of entries that were actually made 
to the ledgers and statements and not a journal 
of items that should have been posted as is 


true of the old check and deposit journals. 


Burroughs Adding Machine Company 
6442 Second Boulevard, Detroit, Michigan 


BURROUGHS ADDING MACHINE COMPANY 

6442 Second Bivd., Detroit, Michigan 

Please have your representative show me the portfolio de- 
scribing in detail Depositors’ Ledger and Statement Posting 
Burroughs Multiple Register Bank Bookkeep- 
ing Machine. 


To assist in placing before banks complete information regarding this 
new machine, Burroughs has prepared a portfolio describing in detail 
Depositors’ Ledger and Statement Posting in Banks with the Burroughs 
Multiple Register Bank Bookkeeping Machine. It has not been possible Satta 
to produce this portfolio in large quantities but every Burroughs 
representative has been supplied with one copy that he will be glad 
to review with you. 


Reh... 


When writing to advertisers please mention the American Bankers Association Journal 
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Decemi er, 1927 


(Continued from page 437) 


‘Teporting the bill to the 69th congress (the 
present section 5219 as amended): said: 


“The language of the pending bill (now the 
present law) is broad enough to permit a state 
that imposes corporate excise or franchise taxes 
which are not based on income to apply the net 
income method to national’ banking associations 
provided the burden of tax°is no higher than that 
imposed upon other corporations generally under 
such excise or franchise tax.” . 


Under the present law, the limit of rate 
measured by the net income which could be 
applied to: a national bank so that it “shall 
not be higher than the rate assessed upon 
other financial corporations nor higher than 
the highest rate assessed by the taxing state 
upon mercantile, manufacturing and business 
corporations doing business within its 
limits” can be ascertained without practical 
difficulty and such system of taxation is 
therefore open to any state which desires to 
favor intangibles by low taxes. The state 
can continue such policy by simply sub- 
stituting for the share tax on national banks 
a tax upon or according to or measured by 
net income, at a fixed rate easily ascertain- 
able. Should the state, however, desire to 
continue the property rate on national bank 
shares, there is good-reason for insisting 
that the present limitation of Section 5219 
be retained. The national banks are quite 
alive to the dangerous results which might 
follow the permission to the states to place 
them in a class with state banks and subject 
all banks to as high a rate of taxation as 
the state or its subdivisions might choose to 
impose. 


C5 


RIDGELY-FARMERS 
STATE BANK Y Attitude of Bankers 


Springfield, Illinois “¥: HE members of the American Bankers 

; Association will doubtless stand as a 

Skillfully designed and ~ unit in support of the resolution adopted at 
constructed of interesting : the Houston convention. Congress has here- 
materials, this building ‘tT tofore fully considered and rejected the 
stands as a fitting monu- ‘ proposal contained in the resolution adopted 


men H at Toronto. 
om The Committee on Federal of 
Farmers State Bank. the American Bankers Association las re- 
ceived in charge the resolution adopted at 
Los Angeles, urging retention of Section 
h . 8 5219 without any modifications and it will 
The arrangement and equipment of be its duty in behalf of the Association to 
Wy urge such retention before proper commit- 
this banking room indicates the of Congress. In the of 
this duty the co-operation of the member- 


thoroughness with which every detail of o¢ eral 
ship in all practicable ways is desired. 


a building is planned and executed by our 


Banks Staging a 
Engineering Comeback 
Construction Management improvement in the condi- 


Architectural 


tions of banks located in the middle- 
western states where there has been agri- 
cultural depression is to be noted. 
As a concrete example of what is hap- 
pening, a banker in one of these states 


WEARY AND ALFORD COM PANY Mile a writes: “To give an idea of the comeback 


that-is being staged in our state, I will recite 
BANK AND OFFICE BUILDINGS an actual case. I am interested in one bank 


whose deposits dropped to $64,000 July 1, 
CHICAGO =< : and on Nov. 1 these reached $200,000.” ; 

The more satisfactory prices for tarm 

products are being reflected in larger bank 


SERVICE 
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Great Unknown 
(Continued from page 443) 


work of so many of them that are suc- 
cessful is entirely constructive and helpful. 
No less than half a dozen pools have en- 
countered shoal waters and gone on the rocks 
in the last two or three years. Usually the 
disaster is brought about through misman- 
agement, the attempt to corner a stock— 
which no reputable exchange will permit, 
or the fact that the pool’s buying power, 
from one cause or another, becomes ex- 
hausted. 

The débris of a few of these unsuccess- 
ful but no less spectacular endeavors has 
floated out of Wall Street in recent years. 
The president of a mid-western motor com- 
pany attempted to corner the stock of his 
organization a few years ago and ended in 
a smash, from which he has never recovered 
fnancially. It was tried, unsuccessfully, by 
the head of a chain of grocery stores. It 
was tried, equally without success, by a pool 
operating in the shares of a construction 
company. All smashed, with heavy losses. 

It is distinctly to the pool’s advantage 
to distribute its stock adequately and to 
maintain at all times an equitable supply 
of shares “in the market” for borrowing 
and lending purposes. Several cases of pool 
mismanagement are of record. In every in- 
stance it was a case of market misjudgment 
and the boosting of particular stocks to such 
unreasonable heights, through violent ma- 
nipulation, as to attract bear attacks of such 
magnitude as literally to swamp the pool 
with offerings which quickly exhausted its 
resources. The violent declines which en- 
sued naturally brought about the calling of 
loans on these particular issues. 

The bear party continuously lies in wait 
for the amateur or foolish pool manager, 
seeking to maneuver him “out on a limb.” 
Sometimes it is successful. The skillfully 
conducted pool, however, uses the profes- 
sional bear for the furthering of its own 
intents and purposes by offering him the 
invitation intermittently to go short of the 
stock. Then it neatly bids up its shares and 
jubilantly nails his hide to the barn door. 
It is still quite true that 

“He who sells what isn’t his’n 
Must buy it back or go to pris’n.” 

It should not be inferred from this recital 
of the activities of a typical pool that it is 
the business of most of those engaged in the 
stock market to garner certain shares, bid 
up the price and then sell them to an un- 
suspecting public at what might be termed 
a manipulatively acquired and inflated value. 
Unless the stock is actually worth the value 
arbitrarily fixed for it by the extent of the 
motivating force of the financial operations 


in its behalf, the pool is likely to encounter 
difficulties, 


Finding Stock Selling 
Out of Line 


HE successful pool is one which dis- 

‘covers a stock selling “out of line” and 
brings that stock up to its true and equitable 
worth as measured by its earning power and 
Prospects. Stocks will naturally and even- 
tually find their own level. The ticker does 
not lie. Particular shares may be maintained 
at a fictitious price by artificial methods for 


3,000 Laboratory 
Workers 


... seeking, searching 


N the Bell Telephone laborator-es a great scien- 

tific staff carries on a never-ending quest. With 
scientific research and experiment of the most 
exacting sort, it leaves no stone unturned in its 
search for mechanisms and methods that will better 
serve the telephone-using public. 


A. T. & T. facts point to safety in investment: 


A service that is indispensable. @, Earnings 
that insure the safety of dividends. @ Regular 
dividends for 47 years. Wide distribution ot 
stock. @ An ownership of over g0% of the 
combined common stocks of the operating com- 
panies of the Bell System. @ A business and 
financial structure lasting enough to permit expan- 
sion and stable enough to make expansion perma- 
nent. @ A management conservative, yet with 
foresight and initiative. 


Write for booklet ** Some Financial Facts”. 


BELL TELEPHONE 
SECURITIES CO. Jac. 


195 Broadway *)} New York City 
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An Announcement 
of Consolidation 


The Continental and 
Commercial National Bank 
of Chicago and its afhliated 
state bank, the Continental 
and Commercial Trust and 
Savings Bank, are now con- 
solidated under the title, 
Continental National Bank 
and TrustCompanyof Chicago. 
This bank has capital of 35 
million dollars, surplus of 30 
million and undivided profits 
of more than 3 million. 
Deposits are upwards of 500 
million dollars and resources 
exceed 600 million dollars 


CONTINENTAL 
NATIONAL BANK 


& TRUST COMPANY 
OF CHICAGO 


CHICAGO’S LARGEST BANK 


a time, but this unreasonable price level jg 
not a permanent or lasting one. All stocks 
respond eventually, but no less surely, to the 
all-powerful factors of earning power of 
the corporation behind the shares, conditions 
as they develop in that particular industry 
and finally to the general economic and mar. 
ket status. In a great many cases the pool 
operations prove of real and lasting worth 
in bringing to the attention of the invest. 
ment and semi-investment public the shares 
of-a corporation which is a good earner, in 
which gradual appreciation of open market 
value of its shares is inevitable, but which 
has been neglected for lack of market ad- 
vertisement and attention. 

The stock market of 1927 has provided an 
ideal stage for large scale pool operations, 
for exhibitions in the speculative arena by 
daring individual operators and for wide- 
spread distribution of stocks of all sorts, 
There probably have been more of these 
speculative maneuvers this year than ever 
before because of the fact that the appe 
tite of the public for securities has been 
whetted by the continued prosperity of the 
country, large scale employment at high 
wages and easy conditions of credit. Loans 
to stock brokers by banking institutions, 
now just short of the $4,000,000,000 mark, 
represent an accurate reflection of the wide- 
spread public interest in the market for 
stocks. 

The year’s financial developments have 
encouraged big and broad markets and a 
high ratio of speculative activity. Money 
rates have been maintained at an abnormally 
low level, primarily because of the expanded 
basis of credit represented by our huge gold 
stock and secondarily, because of the /act 
that the business of the country has not em 
ployed its normal quota of the existing credit 
supply. This surplus, which might be 
termed the overflow from the reservoirs of 
credit seeks profitable and remunerative em- 
ployment and the stock market has been the 
biggest single factor in providing the vehi 
cles. Transactions of 2,000,000 shares per 
day have become commonplace on the New 
York Stock Exchange. This activity has 
been stirred up and maintained over a long 
period to a material extent through the 
medium of pool activity. 


Nevada Leads in Per 
Capita Wealth 


EVADA, with its less than 80,000 in- 
habitants, had a greater share of wealth 
in proportion to its population than any other 
state in the Union, according to a computa- 
tion made by the National Industrial Con- 
ference Board, 247 Park Avenue, New York, 
on the basis of estimates for 1925. Although 
the total wealth of Nevada is only $565,- 
000,000, less than that of any other state, 
its per capita share is $7,299. 
New York State, harboring one-tenth ot 
the population of the United States, with 
a total wealth of $40,108,000,000, or nearly 
one-eighth of the total for the nation, ranks 
fourteenth in per capita wealth, which tor 
1925 is estimated at $3,593. ; 
Mining and agricultural states in the tar 
west, northwest and middle west show the 
greatest per capita wealth. 
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Danger to Executors in 
New Tax Regulations 


By H. F. WILSON, JR. 


Vice-President, Bankers Trust Company 


OME months ago the United States 

Treasury Department issued a regula- 
tion which is far-reaching in importance to 
all executors whether they are individuals 
or corporations. 

Under previous regulations, executors have 
taken the values as of the date of death for 
the purpose of computing taxable gains to 
be charged against an estace. This was so 
until April 6, 1927, when the Commissioner 
of Internal Revenue reversed previous rul- 
ings of the Treasury Department and re- 
quired executors to use the cost to the dece- 
dent as the basis for computing such taxes. 

The Bankers Trust Company, as executor 
of an estate, has instituted a test case, and 
the issues are now before the District Court 
of the United States for the Southern Dis- 
trict of New York. Entirely apart from the 
hardships which result from the new regu- 
lations, in practically every case it is im- 
possible for an executor to delve into the 
records of the decedent, if available for the 
past fourteen years, or back to 1913, and 
the situation in which executors find them- 
selves may be summarized by the following 
quotation from the brief filed on our be- 
half : 

“If the amended regulations are correct, 
the tax liability of the vast majority of es- 
tates which have rendered returns since 1913 
has been incorrectly computed, and except 
as barred by the statute of limitations, must 
be recomputed by the Commissioner. It is 
fair to assume that most of such estates 
have been settled and completely distributed 
among the beneficiaries, thus leaving the ex- 
ecutors or administrators without funds with 
which to pay additional taxes. 

“Executors and administrators of estates 
currently in administration find themselves 
faced with an insuperable task so far as 
the intelligent performance of their fidu- 
ciary obligation is concerned. In numerous 
cases they do not know, nor is it possible 
to ascertain the cost of estate property to 
the decedent. Confronted with the necessity 
of selling securities to pay estate and in- 
heritance taxes, or debts, there may be thou- 
sands of dollars of income tax liability de- 
pendent upon their choice of securities to 
be sold, yet they have to choose blindly. An 
estate may hold securities which have depre- 
ciated substantially in value since purchased 
by the decedent, yet without knowledge of 
that fact the executors may sell other se- 
curities for several times their unknown cost 
to the decedent, and eventually be found to 
have subjected the trust estate to an unnec- 
essary and burdensome tax liability. 

“Thus, to executors and administrators 
Past and present, the issue is one of great 
importance.” 


Wisconsin Has New Tax Law 


Three states—Massachusetts, New York 
and Wisconsin—now tax banks on an income 
basis. Wisconsin is the latest state to adopt 
this form of taxation. Movements have been 
started in other states, but thus far nothing 
i the way of legislation has materialized. 


sis) gives three-fold 
PROTECTION 


Check protection at three vital points is pro- 
vided by Safeguard—automatically, unfailingly! 

It is literally true that ‘‘ You can’t be Careless 
with a Safeguard! 


i. Writes EXACT Amount in WORDS. 


‘he same operation that writes out the amount in acid proof red 
ink, shreds the Payee’s Name and the amount as written in fig- 
ures. It’sautomatic— *Youcan’t be Careless witha Safeguard. 
Amount is ALWAYS written in ONE line, full 
width of check; eliminates danger of raising 
by additions. 

Manufactured by 


SAFEGUARD CHECK WRITER CORP. 
5 BEEKMAN STREET it NEW YORK 


WRITER 


now presents 


SPEED MODEL 


the fastest check writ- 
ing machine ever 
devised to give com- 
plete protection. 


Ask for Demonstration 
at leading Stationers 
and Office Equipment 
Dealers. 
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ATION 


First! 
Then the 


Proper 
Device— 


Mechanical Posting Equipment Current Ledgers Light Record Binders 


Is the policy that has made “KALAMAZOO” pre- 
eminent in the record equipment field. This policy has 
been made possible through ceaselessly studying record 
keeping needs, constantly improving and creating de- 
vices and carefully training representatives so that the 
right device for each requirement will be applied. 


Write Kalamazoo first when in need of record equip- 
ment. 


KALAMAZOO LOOSE LEAF BINDER CO. 


Division Remington Rand, Inc. 
Factories at Kalamazoo, Mich., and Los Angeles, Calif. 


Sales offices in principal cities 


Public Record 


LOOSE -LEAF -DEVICES -AND 
ACCOUNTING - SYSTEMS 


Banks Urge End 


(Continued from page 472) 


Mr. Chindblom: But the building and loan 
associations do not? 

Mr. Stephenson: The building and loan 
associations make profits on them also. 

Mr. Chindblom: But the profits go to the 
members? 

Mr. Stephenson: Not all the profits. It 
was formerly the method of operation that 
all the profits went to the stockholders in 
building and loan associations, but now they 
usually pay about 5 or 6 per cent and the 
balance of the profit goes into a surplus 
fund that is accumulated for the protection 
of those who have money in the building 
and loan associations. Those surplus funds 
are accumulating just as surplus funds are 
in the mutual savings banks of the country, 
and they belong to the depositors and stock- 
holders. 

Mr. Chindblom: All for the benefit of the 
members of the association? 

Mr. Stephenson: Yes, sir; all for the 
benefit of the members of the association. 

Mr. Dickinson: Do you understand that 
the building and loan associations are op- 
posed to any change in this provision of the 
law? 

Mr. Stephenson: I do not think so. I have 
talked with numerous men who are inter- 
ested in building and loan associations, and 
they have told me, “Why, certainly we think 


_ that the same exemption should be given to 


the depositors in the banks and trust com- 
panies, in the savings department, as is given 
to the depositors and stockholders in build- 
ing and loan associations.” 

Mr. Dickinson: I received a letter this 
morning—I have it in my office—in which 
the statement was made that they are op- 
posed to any change in the law relating to 
building and loan associations, and that if 
there is any attempt to change it they would 
like to be heard. 


A Just Proposition 


R. STEPHENSON: I would think 

that any fair-minded man who is con- 
nected with a building and loan association 
—and I will say that at one time I was 
president of a building and loan association 
before I was in the banking business—would 
say that ‘this proposition is entirely right 
and fair and just and equitable; that the 
savings depositors in the banks and trust 
companies are trying to reach the same end 
as the depositors in the building and loan 
associations; that the funds being han- 
dled by the banks and trust companies 
are being used in practically the same way 
as the deposits in the building and loan asso- 
ciations, for the encouragment of home 
building; and that there is no reason what- 
ever why the depositors in the banks and 
trust companies should not have the same 
exemption as in the building and loan asso- 
ciations. 

The Chairman: I think the building and 
loan associations are quite safe in saying 
that they have no objection to an exemption 
being extended to savings banks, because 
they realize that Congress feels, as a body, 
that we have gone pretty far in exemptions 
already and are not very likely to increase 
the exemptions, but, on the contrary, they 
are all likely to have to pay. That is about 
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the only action that will probably be taken, 
if any action is taken. 

Mr. Stephenson: Mr. Chairman, I just 
want to make this suggestion: If this act 
is amended according to the suggestions that 
are made, I think that the amount of reve- 
nue that the government is now receiving 
from the income of the depositors in banks 
and trust companies would be scarcely no- 
ticeable, because there are thousands and 
thousands of depositors in such institutions 
whose total income is so small that they are 
not taxed today; and if this law is amended 
the purpose would be not so much to ex- 
empt money from an income tax as to put 
the building and loan associations and the 
savings departments of these various banks 
and trust companies upon an equality. There 
is a feeling somehow among the general 
public that the United States Government is 
fostering and encouraging domestic building 
and loan associations as against the depos- 
itors in banks and trust companies, and it 
is more psychological than it is for the pur- 
pose of reducing the income paid by these 
depositors, because many of them have such 
a small income that they are not affected 
and will not be affected. 

Mr. Garner: They simply do not like to 
be discriminated against? 

Mr. Stephenson: That is just the point. 
They do not like to be discriminated against ; 
and they feel, and the public believes, that 
in some way the Government is encourag- 
ing the depositors in building and loan asso- 
ciations as against banks and trust com- 
panies. 

Mr. Collier: What is the difference in the 
interest that is paid to a man buying a home 
through a bank and through a building and 
loan association? 

Mr. Stephenson: That is, what is the dif- 
ferencé in cost to him? 

Mr. Collier: In the interest cost to the 
buyer ? 

Mr. Stephenson: It is usually less. The 
banks make these loans at from 6 to 7 per 
cent. Many of the building and loan asso- 
ciations, because of the manner in which 
they make their loans, have an interest cost 
of from 8 to 10 per cent. It costs the man 
less in a savings bank. 

Mr. Collier: Where is it that the banks 
are lending money at 6 per cent?- 

Mr. Stephenson: Many of the banks and 
trust companies in Indiana and Ohio and 
Pennsylvania and the New England States. 

Mr. Collier: And what are the building 
and loan associations charging ? 

Mr. Stephenson: In some instances they 
are charging from 8 to 10 per cent. They 
have a method of charging premiums on their 
loans, etc., and in some places in Indiana the 
building and loan associations are lending 
money at 7 per cent. 

That is all I have to submit, Mr. Chair- 
man, unless there are some further ques- 
tions. I should like to leave this short brief 
with the secretary. 


Views of Building and 
Loan Associations Stated 


CLINTON JAMES, of Washington, 
“e D. C., chairman of the Federal Leg- 
islative Committee, United States League of 
Local Building and Loan Associations, fol- 
lowed Mr. Stephenson on the stand and said: 

“The building and loan associations have 
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The real medium of exchange 


IME, not money, is the real medium of exchange. 

But, should you meet with a serious accident, 
your time might lose its exchange value and so wipe 
out your capital. 


Without the protection of Accident Insurance, you 
are depending on a speculation, rather than a gilt- 
edge investment, for your income. Are you satisfied 
to take this unnecessary risk? 


Carry Accident Insurance 


Insure your time, your most valuable and productive 
asset, before it is too late. Provide a regular weekly 
income if accident prevents you from working. Cre- 
ate an estate to provide an income for your dependents. 


All this and much more can be accomplished by 
carrying AEtna Accident Insurance adequate to your 
needs and resources. 


ZEtna-ize Your Income Today 


Ask Any Aitna-izer 


or write to 
AETNA LIFE INSURANCE COMPANY 


and affiliated companies 


ETNA CASUALTY AND SURETY COMPANY 
AUTOMOBILE INSURANCE COMPANY 


of Hartford, Connecticut 
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EFFICIENCY 


A bank organization that can 
handle over 150,000 items 
daily must be efficient. The 
constant 24-hour attention in 
receiving and dispatching 
this great volume of business 
by transit and collection de- 
partments in continuous 
operation means much to 
our correspondents. 


We are confident that few 
banks can equal, and none 
surpass, the service which 
this institution offers banks 
requiring a thoroughly equip- 
ped commercial city corre- 
spondent. 


Efficiency is not a slogan 
with us. It is a cold, hard 
business necessity. 


All items received at par. 


No charge for telegraphic 
transfers. 


THE 


PHILADELPHIA-GIRARD 


NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits—$29,000,000 
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no objection to this exemption being granted 
to the banks, if the committee think that 
they fall within the classification that has 
this exemption. We are willing to leave 
that entirely to the committee. What we do 
not want is our exemption taken away.” 

Mr. Garner: You got hold of this little 
thing and it tastes so good that you don’t 
want to give it up. Is that the idea? 

Mr. James: We think that it is serving 
the purpose Congress intended it should 
serve; 92.4 per cent of all money is loaned 
on homes. 

In the brief filed by the committee, Mr, 
Stephenson stated: 

“It is believed by the organization that 
I represent that the foregoing provision js 
discriminatory and unfair to the depositors 
in the savings departments of many thou- 
sands of banks throughout the United 
States. Under the present operations of 
building and loan associations, these institu- 
tions -accept money in practically the same 
manner as the banks and trust companies, 
and the funds are likewise used in a similar 
way in the investments made by the banks 
and trust companies. It is suggested that 
the savings depositors of the latter institu- 
tions should be similarly treated, and they 
are entitled to the same sort of an exemp- 
tion from income tax as the stockholders 
and the depositors in building and loan asso- 
ciations. The matter would be properly 
remedied by excluding from gross income 
interest on savings deposits in banks and 
trust companies to the amount not exceed- 
ing $300, and it is suggested that the law 
be amended to read as follows: 

“The amount received by an individual as divi- 
dends or interest from domestic building and loan 
associations, substantially all the business of which 
is confined to making loans to members and the 
interest or dividends received on savings deposits 
in any bank or trust company, but the amount 
excluded from gross income under this paragraph 
in any taxable year shall not exceed $300.” 

“The term ‘interest’ or ‘dividends’ is used 
in the amendment from the fact that the 
mutual savings banks pay dividends only on 
savings deposits, as these institutions are 
operated without capital stock and they are 
cooperative and mutual in very much the 
same way as are the building and loan as- 
sociations. 

“If the foregoing amendment suggested is 
adopted, the loss sustained by the govern- 
ment would be small and probably not no- 
ticeable, as so many of the depositors hav- 
ing savings accounts are persons of small 
earnings, and in many cases they are not 
at present subject to the payment of income 
tax. As the law now stands, however, the 
general public is impressed with the idea 
that the United States Government is fos- 
tering and encouraging in some way the 
building and loan associations, and making 
a discrimination in their favor as against 
the banks and trust companies. It is sub- 
mitted that there should be no discrimina- 
tion against the depositors in banks and 
trust companies in favor of the depositors 
and stockholders in building and loan asso- 
ciations, and that they should be placed on 
an equality. 

“Committee: Charles Henry Deppe, vice- 
president, Fifth-third Union Trust Co., Cin- 
cinnati, Ohio; Howard Moran, vice-presi- 
dent, American Security & Trust Co., Wash- 
ington, D. C.; Rome C. Stephenson, vice- 
president, St. Joseph County Savings Bank, 
South Bend, Ind.” 
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Reciprocity Death Tax Legislation 


THOMAS B. PATON 


General Counsel 


N the annual report of the General 

Counsel (see page 432, November 

JourNAL, American Bankers Associa- 
tion) it was stated that a cloud has been 
thrown upon the campaign for the promotion 
of reciprocity legislation “by a recent deci- 
sion of the New York Court of Appeals in 
the case of Smith v. Loughman (July 20, 
1927), which held that the New York stat- 
ute (known as the Matthews Flat Rate 
Plan), under which taxation at a flat rate 
was imposed upon the estate of a decedent 
resident of Connecticut, created a discrim- 
ination against the estates of resident de- 
cedents of New York in violation of Sec- 
tion 2 of Art. IV of the United States Con- 
stitution, whereby ‘the citizens of each state’ 
are declared to be ‘entitled to the privileges 
and immunities of citizens in the several 
states.” The report then continued: 


“In the opinion of the Attorney General of New 
York, this decision of the Court of Appeals not 
only makes unconstitutional the tax on estates of 
non-resident decedents under the Flat Rate Plan, 
but, under the principle of the decision, the ex- 
emption from taxation of the estates of non-resident 
decedents in the states which have like reciprocal 
exemption provisions is also unconstitutional as a 
discrimination against resident decedents. A ques- 
tion is, therefore, raised as to the constitutionality 
of reciprocal exemption statutes in a number of 
states which will remain in doubt until the Su- 
preme Court of the United States, to which tribunal 
the case has been appealed, makes a final decision. 
Twenty-two states have already adopted the reci- 
procity plan, and it is unfortunate that for a 
time at least there is danger of these states going 
back to the old system of taxation with all its 
evils of multiple taxation.” 


This last statement was inadvertently 
made and should be corrected. The decision 
of the New York Court of Appeals, while 
it declared invalid the provision for re- 
ciprocal exemption contained in the New 
York statute, did so, not because such pro- 
vision standing alone would violate consti- 
tutional provisions, but because it consti- 
tuted one section of a law newly enacted, 
to govern the taxation of the estates of non- 
resident decedents, the main purpose of 
which was to put into effect the Matthews 
Flat Rate Plan, which, according to the 
decision, violated the Federal Constitution. 
As it was part of or interwoven with an 
unconstitutional law, the reciprocity provi- 
sion necessarily had to fall, a result which 
would not have followed had the provision 
for reciprocal exemption been a subject of 
independent enactment. Prior to 1925 the 
Transfer Tax Law of New York was 
Article 10, which applied to both residents 
and non-residents. In 1925, Article 10-a 
was enacted, providing a different scheme 
of taxation for non-residents, leaving the 
transfer tax on residents governed by Arti- 
cle 10. Article 10-a provided for the taxa- 
tion of non-resident decedents according to 
the Matthews Flat Rate Plan, but also in- 
cluded a provision for reciprocal exemption. 
The Attorney General ruled that as the mam 
purpose of Article 10-a—the Matthews Flat 
Rate Plan—proceeded upon a principle that 
brings it into collision with the Constitution, 
the entire provisions of Article 10-a must 
fail, including amendments to Article 10 
incidental and subservient to the main pur- 


pose of enacting Article 10-a, and that 
Article 10 as it existed before amendment 
remains as the law of the state imposing a 
death tax upon devolutions from non-resi- 
dent decedents. 

The New York decision, therefore, does 
not hold unconstitutional the principle of 
reciprocal exemption but only invalidates 
the New York law upon that subject be- 
cause coupled with other provisions held to 
be unconstitutional. Accordingly, when the 
report of the General Counsel is officially 
printed, there will be substituted for the 
paragraph above quoted, the following: 

“In the opinion of the Attorney General 
of New York, this decision of the Court 
of Appeals not only makes unconstitutional 
the tax on non-resident decedents under 
the Flat Rate Plan but, so far as New York 
is concerned, the reciprocity provisions of 
the New York legislation also fail because 
they are coupled with the unconstitutional 
provisions in the same Section or Article of 
the law. Upon this point the New York 
Tax Commission says: 


“ ‘Perhaps the most regrettable result of the 
decision is the disturbance of the reciprocity plan 
under which twenty-two states have joined in an 
agreement whereby as among them multiple taxa- 
tion of intangible personal property of non-resident 
decedents is eliminated. The conclusion seems in- 
escapable that the decision is broad enough to ren- 
der Chapter 143 of the laws of 1925 invalid in 
its entirety, and this carries with it the provision 
for reciprocal death tax exemptions. Unfortunate- 
ly, residents of New York, for a time at least, will 
find themselves again enmeshed in the pernicious 
multiple death tax network, and it is with great 
reluctance that the tax commission is impelled to 
deny reciprocity to the estates of residents of the 
twenty-one other jurisdictions with which New 
York has been working in accord.’ ” 


The New York Tax Commission also 
says: 

“*As a decision by the Supreme Court* before 
the next session of the New York legislature can- 
not be anticipated, it is believed that more prompt 
relief will be obtained by legislation re-establishing 
the reciprocity principle and possibly containing cer- 
tain other remedial provisions. The tax commis- 
sion gives its assurance that it will use every means 
at its disposal to secure necessary action by the 
legislature of 1928 as soon as it convenes.’ 


“The New York decision is, therefore, 
only a temporary set-back, so far as the 
State of New York is concerned, to the 
full interstate operation of reciprocal ex- 
emption provisions and the campaign in 
which our Association is interested will go 
on, first, to obtain entire exemption from 
taxation of the intangible personal property 
of non-resident decedents in an increasing 
number of states and, secondly, where that 
cannot be obtained, the enactment of re- 
ciprocal provisions exempting from transfer 
or death taxes the intangible personal prop- 
erty of decedents who are residents of states 
which either entirely exempt non-residents 
from death taxes or whose laws contain 
reciprocal provisions under which non-resi- 
dents will be exempt where they are resi- 
dents of states which allow a similar exemp- 
tion to residents of the taxing state.” 


*On Nov. 21, 1927, the Supreme Court of the 
United States denied the application for a writ of 
certiorari, so that the decision of the New York 
Court of Appeals is final. 


“NO 


O UR Bankers’ Blanket 


Bond will meet your specific 
requirements for protection 
against losses that cannot 
be adequately covered by 
other means—and at a rea- 
sonable cost. 


May we have our agent in 
your city give you the facts? 


United States Fidelity 
and Guaranty 


Company 


BALTIMORE, MARYLAND 


Over 7,500 Branches and Agencies 
in United States and Canada 
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The Condition of Business 


Reviews of 1927 Will Probably Agree It Was “Good, Normal 
Year.”’” While Many Optimistic Forecasts Have Been Made for 


1928, There Appears To Be No Convincing Trend. 


Industrial 


Side Favorable But Financial Side Contains Uncertain Elements. 


ITH the old year practically 

ended, except the holiday trade, 

for which plans were made long 

ago, business men are now look- 
ing over the boundary into 1928, anxious to 
discover signs that will guide them in ar- 
ranging their programs for the winter and 
spring months. 

Reviews of 1927, when all the facts and 
figures have been recorded, will probably 
agree that it was a “good, normal year’— 
that is to say, while the tide of general 
prosperity did not measure up to 1926, 
nevertheless it remained well up in the pros- 
perity zone. The familiar American process 
of new high records took place in a few 
lines, but most of the leading industries op- 
erated at what might be called average, 
while a few had a decidedly poor year. 

Our continued high level of industrial 
production and distribution, employment and 
wages, railroad traffic and building construc- 
tion spells national prosperity of the finest 
sort, in a broad way. From the narrower 
viewpoint of the business establishment, how- 
ever, the unwelcome presence of such factors 
as excessive capacity, increasing competition 
and declining commodity prices have cut 
into earnings rather substantially. Going 
down the list of individual industries, the 
good-bad-and-indifferent designation which 
we have used before seems to aptly fit the 
summary. 

Recently a veritable deluge of optimistic 
forecasts have been given out by business 
leaders representing the motor, steel and nu- 
merous other industries. Although the pub- 
lic is now getting pretty well accustomed to 
year-end forecasts in general and optimistic 
forecasts in particular, it is most reassur- 
ing when the executives and owners of so 
many of the great corporations join in their 
assurance that 1928 will be a prosperous year 
—that the future may be faced with confi- 
dence. 

It is difficult enough to select the many 
factors likely to affect business next year, 
but much more difficult to weigh them prop- 
erly. At any one time these factors may 
predominate toward the favorable (though 
never are all found favorable), or the ma- 
jority may be unfavorable. At present there 
appears to be no convincing trend one way 
or the other, except that the picture seems 
rather significantly to divide itself into two 
parts—the industrial side and the financial. 


Industrial Side Favorable 


ITHOUT going into great detail, there 

seems good reason for expecting in- 
dustry generally to make a good showing 
next year. The all-important motor car 
business, whose production dropped 20 per 
cent from 1926, should again be booming 
when the new Ford is in production. The 


large accumulated demand for motor cars 
should benefit manufacturers of all cars, 
and spread into other supply industries such 
as steel, tires, glass, non-ferrous metals, ma- 
chinery, paint, etc. 

The railroad equipment industry is another 
in which purchasing has been subnormal this 
year and should improve in 1928, to the 
benefit of the steel and other industries as 
well. There are other high spots, as leather 
and shoes, farm implements, baking, tobacco, 
merchandising and sugar, which are im- 
proving. 

Overproduction in the oil industry has 
seriously cut into profits, the nine months’ 
earnings of twenty-six leading companies 
having declined from $134,910,000 in 1926 
to $62,988,000 in 1927. This represents a 
drop of $71,922,000, or 53.4 per cent, and 
it may be pointed out that this decrease in 
the oil group alone accounted for practically 
the entire decrease in aggregate earnings of 
200 companies, comprising all industries. In 
other words, if oil were omitted, the total 
of the remaining 174 concerns would show 
a seven-tenths of 1 per cent gain over last 
year, instead of a decrease of 7.5 per cent. 
While the outlook has recently become more 
optimistic, it seems doubtful whether any 
marked improvement can be expected for 
some time, owing to the huge supplies of 
crude and refined products in storage and 
the reserve production that is being held for 
higher prices. 

The woolen, silk and rayon branches of 
the textile industry ere in fair state, and 
cotton quite good. Reasonable carry-over 
of building contracts assure the lumber, 
metal, cement and other material lines a 
satisfactory start in the new year. Neither 
the railroads, the public utility systems, nor 
the manufacturers of electrical equipment 
have reason for pessimism. 

It seems not at all unlikely, therefore, 
allowing for the favorable conditions in 
agriculture and farm purchasing power, that 
general industry should give a good account 
of itself in 1928. 

Reduction of the public debt of the 
United States has proceeded at approxi- 
mately the same rate as previous years. The 
Oct. 31 statement issued by the Treasury 
shows gross interest bearing debt aggregat- 
ing $18,368,491,612. 

This represents, as compared with June 30, 
a reduction of $143,415,320, while in the fis- 
cal year ended June 30 the decrease was 
$1,131,309,383. The peak debt occurred 
Oct. 31, 1920, at $25,970,000,000, so that 
reduction has totaled $7,601,508,388. 

This reduction of 29 per cent in debt of 
the United States during a time when many 
other countries have been struggling with 
their national finances, monetary systems and 
outstanding bond issues is most impressive. 
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But two additional benefits should not be 
overlooked—the constant lowering of inter- 
est charges through refunding matured 
issues and calling others for redemption on 
a lower coupon rate, and the periodical 
lowering of the tax burden on business con- 
cerns and individuals. 


The Financial Side Contains 
Some Unfavorable Elements 


HE other side of the picture, which in- 

dustrialists may not analyze so carefully, 
is the financial situation, displaying on the 
surface the comfortable money rates which 
rule fractionally below a year ago for call 
loans (excepting for end-of-the-month hard- 
ening), time loans, commercial paper, bank- 
ers’ acceptances and Federal Reserve Bank 
rediscount rates, as well as the strong and 
active stock and bond markets. 

An examination into the banking reports 
reveals an enormous expansion of member 
bank credit, amounting on Nov. 16 to $1,- 
592,224,000 over a year previous, which 
seems quite unjustified by the condition of 
business, and is hardly noticed by some ob- 
servers. 

Loans secured by stocks and bonds were 
on that date $885,000,000 higher than a year 
ago, and investment holdings by banks were 
$750,000,000 higher, while commercial loans 
were actually $43,000,000 less. 

Brokerage loans by New York banks es- 
tablish new high marks weekly, and on Nov. 
23 were $873,000,000 over a year previous. 

Gold exports to Argentine, Brazil, Canada 
and elsewhere have taken $116,200,000 from 
the holdings of the Reserve System in the 
last five weeks. 

The resulting tendency toward higher in- 
terest rates has been prevented only by the 
purchase by the reserve banks during this 
period of $166,000,000 (net) government se- 
curities, rediscounts and bills. It is de- 
sirable to hold rates low to stimulate busi- 
ness here, and assist England and other 
countries to hold gold without increasing 
their rates. Nevertheless the process of 
credit expansion on the one hand and gold 
exports on the other cannot go on forever, 
and if the Federal Reserve authorities decide 
to check both movements they can quickly 
do so by selling securities, followed by a 
mark-up in rediscount rates. 

Volume of stock exchange trading so far 
during 1927 is 25 per cent higher than for 
the corresponding period of 1926, while new 
bond issues offered aggregate 40 per cent 
above last year. 

The trend of industrial earnings, as meas- 
ured by the nine months’ reports of 200 
leading corporations, is down 7.5 per cent 
from 1926, and should the trend continue 
downward this will intensify competition and 
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price wars which will mean lower profits 
from industry and decreased purchasing 
power for labor. In case dividends are not 
earned and must be discontinued, or bond 
interest charges are defaulted, it will mean 
decreased purchasing power to investors. 

If higher money rates or other causes 
should cause stock prices to tumble and 
mark a few hundred million dollars off the 
value of securities, this would decrease pur- 
chasing power of investors and speculators, 
whose number is believed larger than ever 
before. Such a possible decrease of pur- 
chasing power affecting the entire popula- 
tion would not only affect 1928 buying, but 
also payments on the large volume of in- 
stallment contracts outstanding on automo- 
biles and other merchandise, as well as real 
estate. To maintain these installment pay- 
ments, recourse would doubtless be made to 
commercial bank credit. 

Therefore, while optimistic forecasts re- 
garding industry may be fully justified, and 
a possible firming up in commodity prices 
in 1928 might help profits turn upward 
again, the financial side of the picture con- 
tains several elements that will bear care- 
ful watching. However, the banking situa- 
tion is in strong condition and ample credit 
should be available for business. 


Decrease in Corporation 
Earnings 


AST month we presented a tabulation of 
earnings covering the third quarter for 

a group of 125 leading corporations, classi- 
fied by industries, which was apparently re- 
ceived with interest. Since that time some 
seventy-five additional reports have been 
published, and we are giving below a sim- 
ilar summary for the nine months’ period: 


Published Earnings Reports of Industrial 
Corporations 


Nine Months—000s Omitted 
Industry 1926 

Amusement $4,061 
Automobile . 233,547 
Auto access.. 21,553 
Baking 2 
Bldg. 
Chemical .... 
Coal 
Electrical .... 56,627 
Foodstuff ... 38,649 
Iron & steel. 142,742 
Leather .....Def. 338 
Machinery 21,612 
Merch’d’s’g 21,977 
Mining 33,053 
Office equip.. 33,226 
Petroleum 134,910 
Rwy, equip. . 15,418 
Textiles .... 1,039 
Tobacco 5,664 
Miscellaneous. 17,891 


200 Companies ..$885,812 


The third quarterly summary for 200 con- 
cerns shows aggregate net profits in 1927 
of $266,118,000, compared with $315,260,000 
in 1926, a decrease of $49,142,000, or 15.6 
per cent. For the smaller group published 
last month the decrease was only 12.8 per 
cent, which illustrates the tendency noted, 
viz., the favorable reports are usually issued 
promptly, while the unfavorable are held 
back. 

Considering the nine months’ summary in 
detail, it will be observed that the aggre- 
gate for 200 companies decreased from 
$885,812,000 to $819,272,000, a drop of $66,- 
540,000, or 7.5 per cent. 

Of the total, ninety-one concerns showed 
higher profits in 1927 than 1926, and 109 
were lower. 
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$819,272 — 7.5 


When Quality 
Demands Quality 


bx 
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It is of more than passing signifi- 
cance that so many prominent banks 
and business institutions, large and 
small, use Milwaukee Chairs. 


Dignity, charm and enduring quality 
in office furnishings play a vital part 
in the success of every commercial 
endeavor. Men of affairs are be- 
coming more and more appreciative 
of the importance of pleasant and 
attractive surroundings in promot- 
ing mental comfort and efficiency. 
There is nothing which so expresses 
and contributes to all of these es- 
sential qualities as Milwaukee 


Chairs. 


Above we illustrate the President’s 


and Directors’ Room, State Bank of 
Evanston, Ill. [Childs & Smith, 
Architects], equipped with Mil- 


waukee Chairs. 


Whatever your requirements, out of 
the great variety of Milwaukee 
Chairs you will find the very design 
that will superbly harmonize with 
your surroundings, whether preten- 
tious or sedate. 


We will appreciate an opportunit 
of submitting photogra bs of Mil. 
waukee Chairs suitable for your 
quarters. A letter to the Milwaukee 
Chair Company, 624 South Michigan 
Ave., Chicago, IIl., will bring a rep- 
resentative to see you. 


MILWAUKEE 
CHAIRS 
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“Do You Carry 


Credit Insurance?” 
Leading Bankers Ask Their Customers 


A well-known bank of New York City writes: 


“No doubt you will be interested to learn 
that we arranged to incorporate into the forms 
used for securing financial statements this 
query: Are your accounts covered by credit 
insurance?” 


Many other banks, in all parts of the country, 
tell us the same thing. They quickly see the 
value, to themselves and to the Manufacturers 
and Wholesalers who are their patrons, of hav- 
ing the latters’ book accounts protected against 
abnormal and unforeseen bad debt losses. And 
American Credit Insurance has been providing 


such protection for 33 years. 


The AMERICAN 


CREDIT~ INDEMNITY Co. 


OF NEW YORK 


F. M° FADDEN, preEsiIDENT 


Offices in All Leading Cities 
New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 
In Canada: Toronto, Montreal, Etc. 


The largest group, automobiles, made a 
gain of $21,000,000, or 8.8 per cent, but if 
the leading manufacturer, General Motors 
Corporation, whose earnings increased from 
$157,732,000 to $193,758,000, be eliminated, 
earnings of the remaining twelve leading 
motor concerns (not including the Ford 
Company, which publishes no interim re- 
ports) showed a drop of 21 per cent. 

Incidentally, if General Motors’ figures be 
eliminated from the grand total, earnings 
of the remaining 199 other leading corpora- 
tions representing all industries show a drop 
of 14.1 per cent. 

Iron and steel mills reported, for four- 
teen companies, a decrease of $142,742,000 
to $117,358,000, representing a loss of $25,- 
384,000, or 17.8 per cent. Conditions this 


year were not good due to low prices, al- 
though production will be approximately 
equal to the record established in 1926. 

By far the poorest showing is made in 
the oil group, where the aggregate net profit 
(in some instances before taxes, etc.) of 
twenty-six producing, refining and market- 
ing concerns decreased from $134,910,000 to 
$62,988,000, a loss of $71,922,000, or 53.4 
per cent. This practically offset the gains 
made by scores of concerns in other indus- 
tries, and the grand total, without the petro- 
leum group, would have increased by seven- 
tenths of 1 per cent. 

A number of lines improved their position, 
including baking, chemicals, coal, electrical 
machinery, foodstuffs, leather, merchandis- 
ing and tobacco, while lower earnings were 
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realized in auto accessories, building mate- 
rials, machinery, mining, office and house- 
hold equipment, and railroad equipment, 
The amusement and textile figures, with only 
three reports available in each, are hardly 
indicative of the industry as a whole. 


Money and Banking 


ONEY rates at the beginning of De- 

cember continue comfortable and rule 
slightly below a year ago. Call loans against 
stock exchange collateral in the New York 
market averaged 3% per cent (rising to 
4% over the month-end), compared with 
5 per cent in December, 1926, and secured 
time loans are 44%-%4 compared with 414-5. 
Commercial paper, best names, is selling at 
4 compared with 4%-'%, and bankers’ ac- 
ceptances, prime 90 days, at 334-4 com- 
pared with 37-34. 

Federal Reserve rediscount rates at all} 
twelve banks are unchanged at 3% per cent, 
while a year ago they stood at 4 per cent. 

Member bank credit continues the expan- 
sion which we have traced month after 
month. Combined loans and investments of 
the reporting member banks on Nov. 16 
established a new high mark of $21,423, 
702,000, which is $1,592,224,000 higher than 
the corresponding date last year. It is sig- 
nificant that the entire increase, and more, 
is due to secured loans and to investment 
holdings, the commercial loans being actu- 
ally lower than a year ago. 

In the four weeks from Oct. 19 to Nov. 
16, commercial loans decreased $52,000,000, 
and the total of $8,778,119,000 on the lat- 
ter date was $43,000,000 below one year ago. 
Loans secured by stocks and bonds, how- 
ever, at $6,352,203,000, increased $126,000,- 
000 in the four weeks and $885,000,000 in 
the year. Likewise, investment holdings at 
$6,293,380,000 increased $211,000,000 in the 
month and $750,000,000 in the year. 

Strictly brokerage loans, which include 
accommodation to bond underwriting syn- 
dicates, continue to expand to new high 
records every week despite repeated warn- 
ings against over-speculation in the stock 
market and against excessive offerings of 
new bonds in a market when dealers hold 
large portions of issues not yet distributed. 

Brokerage loans by New York banks on 
Nov. 23 amounted’ to $3,481,286,000, the 
highest point ever reached, up $138,000,000 
in the month and up $873,000,000 in the year. 
Of the total loaned, 34.1 per cent was sup- 
plied by New York banks for their own 
account, 37.2 per cent was for out-of-town 
banks and 28.7 per cent for others. 

These figures themselves are so impres- 
sive that little comment is necessary, except 
perhaps that New York Stock Exchange 
sales in 1927 to Nov. 26 amounted to 506, 
302,268 shares, compared with 404,434,339 in 
the same period of 1926, while new bond 
offerings for the first ten months of 1927 
totaled $5,472,170,000, compared with $3,- 
897,361,000 in the like period of 1926. 


Federal Reserve System and 


the Gold Flow 


URNING to the Reserve System, the 
outstanding feature of recent weekly 
reports is the heavy loss of gold. Starting 
with the week of Oct. 26, there was a loss 
of $19,000,000 gold, followed by $25,300,000 
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in the week of Nov. 2, $21,900,000 in week 
of Nov. 9, $20,500,000 in week of Nov. 16, 
and $29,500,000 in week of Nov. 23, making 
a total loss of $116,200,000 in only five weeks. 

The high point of gold holdings in the 
current year occurred on May 11 at $3,070,- 
154,000, from which the Nov. 23 figure 
shows a decrease of $210,000,000. Prac- 
tically all the gain from heavy gold imports 
over the last year has therefore been wiped 
out, present holdings being only $30,200,000 
higher than a year ago. 

This gold was taken principally by Bra- 
zil, which purchased $36,000,000, Argentina 
$31,500,000, Poland $15,000,000, and some 
$24,000,000 was shipped to Canada. 

That money rates should continue so easy 
in the face of this flow of American gold 
reserves seems surprising. Moreover, in- 
debtedness of member banks to the Reserve 
banks is much lower than a year ago. 

The explanation lies in the purchase in 
the open market by the Federal Reserve 
banks of government bonds and _ bankers’ 
acceptances. These amounted in the weeks 
of Oct. 26 to $13,600,000, Nov. 2 to $26,- 
400,000, Nov. 9 to $87,100,000, Nov. 16 to 
$78,800,000, Nov. 23 to decrease of $39,- 
800,000, making a net increase of $165,- 
700,000 in five weeks. This operation re- 
lieved the commercial banks of this amount 
of assets and thus put back into the money 
market more than enough credit to make 
good the loss by gold exports. 

Naturally this process cannot be continued 
indefinitely if gold continues to be drawn out 
of this country’s banking reserves. The ad- 
ministrators of the Reserve System desire to 
keep rates low because of their beneficial 
effects on business, which for some time 
has been slowing down and showing signs 
of irregularity, so that it perhaps needs some 
stimulation to tone it up for a good start 
into 1928. Moreover, if American rates 
were allowed to rise at the present time 
they would make more difficult the situation 
of foreign central banks, particularly Lon- 
don, where they are trying, on the one hand, 
not to lose gold, and on the other, not to in- 
crease rates to hold gold, because of the 
probable depressing effect. 

Nevertheless, it seems likely that should 
the present flow of gold from America reach 
$300,000,000 or $400,000,000, the reserve au- 
thorities would then feel it necessary to put 
the brakes on credit expansion. The large 
volume of earning assets which the reserve 
banks have built up gives them a powerful 
leverage on the money market, and rates 
could, if desired, be increased very quickly 
by selling securities and bills, followed by a 
mark-up in the rediscount rate. 


General Motors Dividend 


ENERAL Motors Corporation action in 

November in declaring an extra divi- 
dend of $2.50 and a quarterly dividend of 
$1.25 on the common, placing the new stock 
on a $5 annual basis, established a new 
record in cash dividend payments for any 
corporation in a single declaration. The ag- 
gregate dividend calls for a total of $65,- 
250,000 on the 17,400,000 shares. 

The sensational expansion which found 
reflection in earnings after the present man- 
agement had consolidated the corporation’s 
Position following the setbacks of 1920-21 is 
indicated by comparing the dividend dis- 


bursements since that time. In 1922 total 
dividends paid on the common were $10,- 
177,117, increased in 1923 to $24,772,026, 
1924 to $25,030,632, 1925 to $61,935,221, 1926 
to $103,930,993 and 1927 to $134,836,081. 

During these six years, amount earned on 
common stock totaled $666,481,304 so that 
aggregate dividends represent 54.1 per cent, 
the remaining $305,799,234 or 45.9 per cent 
being reinvested as surplus. 


Sugar Crop Larger 


ILLETT & GRAY, sugar statisticians, 

estimate the 1927-28 world sugar crop 
at 24,836,000 long tons, increase of 1,245,133 
tons from the 1926-27 crop. This includes 
estimated Cuban crop of 4,000,000 tons 
(based on assumption President Machado 
will place ‘such a limit on production). 
Asiatic production (India, Java, Formosa, 
Japan and Philippines) is estimated at 6,750,- 
000 tons, increase of 500,000 tons from 
1926-27. European beet crop is placed at 
8,205,000 tons, increase of 1,345,000 tons, 
and United States beet crop is placed at 
900,000 tons, increase of 98,754 tons. 

Sentiment in sugar circles appears to be 
growing slightly more optimistic. Regard- 
less of whether Cuba’s sugar legislation is a 
correct solution of present difficulties, and 
regardless of whether attempts to secure in- 
ternational cooperation prove successful, the 
fact remains that a concerted effort is being 
made to place the sugar business on a stable 
basis. 

Following the organization of the Cotton 
Textile Institute, Inc., on which we com- 
mented last month, the Copper Institute has 
just been organized for the purpose of pro- 
moting closer cooperation among producers 
in the copper industry and advancing their 
interests. 

Its membership is made up of more than 
a score of the leading American copper. pro- 
ducers and other smaller companies are 
being invited to join. At first-the Copper 
Institute will direct its efforts toward get- 
ting together and disseminating better in- 
formation as to copper consumption and 
sales, and the determining of the actual cost 
of making copper. 


Government Financing 


r the early part of November the United 
States Treasury announced an offering at 
par of $400,000,000 of Certificates to be 
dated Nov. 15 and mature June 15 next. In- 
terest rate is 34% per cent, the same as in 
September. Financing in November is un- 
usual but was necessitated by the maturing 
on call of the remaining outstanding bonds 
of the Second Liberty Loan which were not 
exchanged for refunding issues offered 
earlier in the past year. 

The Second Liberty Bonds were originally 
issued for $3,807,000,000 just ten years ago, 
and by refunding operations and purchases 
for retirement and for sinking funds had 
been reduced to around $732,000,000 on Nov. 
15, on which date and since then $508,000,- 
000 have been presented for redemption, 
leaving a balance outstanding of about $224,- 
000,000 on which interest ceased Nov. 15. 

As usual, the Certificate issue was heavily 
oversubscribed, and a total of $422,106,500 
was allotted, including $2,336,500 in exchange 
for Second Liberty Bonds tendered for re- 
demption and $419,770,000 for cash. 
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enables you 


to offer to your custo- 


mers new and better 


Safe Deposit Service 


Every banker is desirous of build- 
ing up his safe deposit business. 
It has been difficult, however, to 
find a distinctive appeal. Yale 
enables the live aggressive banker 
to offer something new and some- 
thing better in the New Yale 
Sealed Key Safe Deposit Lock. 


Here is a lock whicn is unique, 
for it is compulsory for the cus- 
tomer to handle the keys before 
the custodian, and no one else 
can handle them without the 
customer’s permission. The keys 
are sealed at the factory in 
tough fibre envelopes—and the 
customers open the envelopes 
and are the first to see and handle 
the keys. The vault employees 
do not know what key any cus- 
tomer selects. 


The result: Protection, full and 
complete, for everyone con- 
cerned. 

Let us tel! you more about this 
new Yale development. Send 


for the bulletin on the “Yale 
Sealed Key Safe Deposit Lock.”’ 


The Yale & Towne 


Manufacturing Co. 
Stamford, Conn., U.S. A. 


YALE MARKED IS YALE MADE 
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Unlike an individual whose 
service value diminishes 
with age . . . an institution 
gains power with experi- 
ence. The Chemical offers 
you an up-to-date Banking 
service that is 103 years old 
in experience. 


THE 


HEMICAL 


NATIONAL 


BANK 


OF NEW YORK. 


Presentation of the old issue was more 


1927 
syndicates and in purchases by banks for 
their own bond account. The tide of offer- 
ings continues to flow at record levels, hay- 
ing been interrupted only for a few weeks 
during midsummer owing to the accumula- 
tion of undistributed issues in the hands of 
dealers. 

It is interesting to note the distribution of 
new bond issues, on which a table is given 
as follows, prepared from data compiled by 
the Wall Street Journal. 


Distribution of New Financing 


Ten Months—000’s Omitted 
1926 % 1927 

Railroad $281,795 $565,101 

Public Utility .. 1,427,270 

Industrial 916,910 

Municipal 757,014 13.8 

Canadian 364,411 6.6 

Foreign 1,048,973 19.1 
4.7 
2.4 


DD 
WUD 


Real Estate .... 257,465 


Miscellaneous 135,025 


$3,897,361 100.0 $5,472,170 100.0 


| 


The total for ten months shows a gain of 
$1,575,000,000 over the corresponding period 
of 1926. Public utility issues accounted for 
$394,000,000 of the increase, foreign $362,- 
000,000, industrial $318,000,000, railroad 
$283,000,000 and municipal, Canadian and 
miscellaneous under $100,000,000 each, while 
real estate issues were $35,000,000 less. 

Public utility financing made up 26.0 per 
cent of the total, unchanged from 1926, but 
foreign issues increased from 17.6 per cent 
to 19.1, industrial from 15.3 to 16.7 and rail- 
road from 7.2 to 10.3. Municipal and 
Canadian borrowings, while larger than last 
year, made up a smaller percentage of the 
total. 

The continued high level of bond prices 
and low money rates have made refunding 
and refinancing operations still attractive, 
and issues for such purposes make up a sub- 
stantial portion of the total. 

During November the largest issue was 
the $75,000,000 first 5s of the Youngstown 
Sheet & Tube Co. priced to yield 4.95 per 
cent, which was also the largest industrial 
issue during 1927. Other important offer- 
ings were the $50,000,000 International 
Match Corporation 5s to yield 5.12, $45,000,- 
000 Cities Service Power & Light Co. 5%s 
to yield 5.65 and $45,000,000 Public Service 
Electric & Gas Co. 4%s to yield 4.60. A 
complete list of all issues of $5,000,000 and 
upwards follows. 


than $100,000,000 larger than anticipated Major Financing in November 


and the Treasury has announced that the 
regular December financing will take place, 
although previously expected to be omitted, 
in order to provide for further retirements 
of the Second Liberties, interest payments 
on the public debt, and current expenses of € 
the government until March 15 next. Six North German Lloyd, 8. £ 

months Certificates will be offered, the rate Paramount f 
and amount to be announced later, but gen- ge Se — 
erally expected to be $300,000,000 to $350,- Mississippi Power & Light Co. 1st 


os : Kingdom of Norway Mun. Bank, ext 
000,000 on the previous basis of 3% per cent. Tank Line tr. 


City of Montreal, Canada, water works, sewers, etc 


New Financing at Record Aldred Investment Trust deb 


HROUGHOUT the year comment has 
been made in these columns on the heavy Vamma Water Power Co., Nor 
volume of new financing and its effect in North American Light & Power 


Issue 


Norwegian Hydro-Elec. Nitrogen Corp. ref. & imp. A.... 20,000,000 5% 5.85 


Amount Rate Due Price Yield 
$75,000,000 5 1978 4.95 
50,000,000 5 1947 5.12 
45,000,000 5% 1952 98 5.65 
45,000,000 4% 1967 4.60 
30,000,000 6 6.79 
24,000,000 4% 9 4.70 
20,000,000 6 6.55 


16,000,000 6.00 
10,000,000 98 4.62 
4.84 

5.30 

75—5.30 

4.50 

4.50 

5.13 

5.10 

3.90 

5.65 

5.75 


increasing secured loans to underwriting 
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The Failure 


(Continued from page 464) 


December, 1927 


Steel Cartel, no longer exists. Disillusion 
is the present note. This disillusion is due 
in part to the failure of the Steel Cartel, 
but also in part to the increasingly unsatis- 
factory working of the domestic combines, 
cartels, and syndicates upon which the in- 
ternational agreements are based. 

Domestic combinations or agreements 
were in all cases the foundations of inter- 
national, combines. The Franco-German 
Potash Agreement was possible only be- 
cause both in Germany and France this in- 
dustry was syndicated and under one cen- 
tral control. Germany is equipped to enter 
almost any kind of international combina- 
tion, because she has national cartels or 
syndicates for all chief industries. England, 


even had she desired, could not have joined- 


the International Steel Cartel, because her 
home steel industry is entirely unorganized. 
With the best will in the world an indus- 
try, which is not syndicated or cartellized at 
home, cannot compel individual firms or 
corporations to observe obligations assumed 
toward abroad. 

At the last Congress of the German Mer- 
cantile Association a speaker remarked that 
“the prospect of European international or- 
ganization of industry increases or declines 
in proportion to the success achieved in or- 
ganizing the industries at home.” If this 
statement is true, Europe’s international in- 
dustrial organization is more remote than it 
was two years ago. Domestic combination 
has not progressed. New domestic organ- 
izations of importance have not of late 
sprung up, and most of the more impor- 
tant of the old organizations have been weak- 
ened or discredited. An attempt made to 
merge the German shipbuilding corporations 
failed; and an attempt to combine the rail- 
road-car manufacturing firms has led only 
to Joose regional agreements. In German 
industry there is still a multitude of cartels 
—in fact, too great a multitude. The Com- 
bines’ Census of 1926 showed that of cor- 
poration capital totaling 20,354 million marks 
about 13,300 millions was involved in some 
trust, syndicate, cartel or “community in- 
terest.” But the age of all-German indus- 
trial combinations seems to have come to 
an end. Germans even speak of the “Twi- 
light of the Trusts,” thereby expressing 
their belief that industrial salvation is not 
to be found by the path of mere agglom- 
erations of capital. 


Why They Fail 


HE unsatisfactory state of the present 

European combinations is a result of 
their erroneous belief that world-market 
prices can be kept up, however excessive 
the production capacity and however meager 
the demand. The purely domestic combines 
have suffered from the belief that home 
prices could be kept up and the excess profits 
used to subsidize dumping. Not only are 
these tenets economically disputable, but 
they are mutually inconsistent and lead to 
absurdities. Germany, for instance, belongs 
to an International Tubes Cartel, which aims 
at keeping up prices in the world market. 
At home the German tube manufacturers 
charge extravagantly high prices, and they 
dump ruthlessly and at losing prices abroad. 


Exterior Design 
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Interior Decorating 


Plan of Operation 
Architectural Detail 
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May we send you a free copy? 
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Before the war the German steel and coal 
syndicates were able to conduct this policy 
with success. But today, with all-’round 
increased production capacity and reduced 
consumption, the policy fails. As a result 
of an attempt to continue pre-war practices 
in post-war conditions, the German Ruhr 
Coal Syndicate, the genial creation of the 
late Emil Kirdorf, is threatened with a com- 
plete collapse. Its production has declined; 
twice this year it has been forced to reduce 
the participation quotas of its members; and 
it is losing badly on its sales, not only abroad 
but also in those parts of Germany which 
are accessible to English or Polish coal. 
In September of this year the syndicate 
was obliged to recoup its. loss by increasing 
its per-ton assessment upon member firms 


and corporations, and the members are now 
being penalized by assessment calls totaling 
nearly half a million marks a day. The 
syndicate no longer tends to promote econ- 
omy. It retains in sickly existence a num- 
ber of uneconomically worked mines which, 
if there were no syndicate, would close down 
at once, leaving in operation only efficient 
mines, which could compete with British 
coal without any subsidy. From this di- 
lemma the syndicate sees no way of escape 
except by increasing its prices to home con- 
sumers—in other words, by quite openly 
penalizing the native manufacturer in or- 
der that foreigners may continue to have 
cheap coal. 

The Ruhr Coal Syndicate is a compulsory 
organization. The German state compelled 
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of export. The syndicate has reconciled 
home consumers to its high prices by crant- 
ing them bounties upon all materials 
from it for conversion into finished goods 
for export. This is the system which for 
more than a year past has engaged the un- 
friendly attention of the American steel in- 


G6 5 7 55 
How’s Business? | 
dustry and of the United States Department 
¢ ay of Commerce. 
ne The German Pig-Iron Syndicate has 


broken down. Its price-maintenance policy 
failed as against the competition of a single 
outsider, the Roechling Concern, and it has 
been obliged to lower home prices. The 
once-powerful Screws Syndicate has been 
weakened by precisely the same cause. The 
trust form of organization has on the whole 
had more success than the syndicate form, 
but even here there has been trouble. The 
Vereinigte Stahlwerke steel trust, well 
known in America as a borrower in Wall 
Street, which holds about half of all quotas 
in the pig and steel syndicates, and which 
controls other steel trusts in central and east 
Germany, has been challenged by a new 
German-Dutch concern, in the foundation of 
which, to its great mortification, two of its 
own leading men took part. 

The German cartels system is being 
strongly criticized on the ground of its in- 
effectiveness. A new “Cartel-Revisionist” 
movement has sprung up, in which Privy 
Councillor Kastler, Germany’s representa- 
tive at the London meeting, plays a promi- 
nent role. The “Cartel-Revisionists” declare 
that price regulation, which was originally 
the chief function of cartels, has definitely 
failed. The cartels, it is declared, ought 
to convert themselves into super-organiza- 
tions for encouraging the specialization and 
the other methods of economy and efficiency 
which Germans class as “rationalization.” 
A cartel should induce its member concerns 
to adopt all such efficiency reforms as would 
be imposed were the concerns acquired by 
a single competent financier. The obstacle 
to this development is that, under the pres- 
ent loose cartel agreements, the cartels do 
not possess the powers which a single finan- 
cier would have. Industrial “rationalization” 
has indeed made considerable progress, but 
only in so far as it has been carried out by 
single corporations or by centralized trusts. 

The business leaders of England and 
France are well aware that a crisis exists 


Since men first bartered the work of their hands 
for profit these three words have been their 
greeting and its answer. Pride and the desire 
to create the impression of success is just as 
human today as ever. 


In the effort of Modern Accountancy to extend 
its service more fully in the interest of better 
business, this pride in the possession of something, 
known by all business men to be desirable, is 
apparent. 


Often business executives will say, “Oh yes, we 
have a Budget”—it’s good business to have a 
Budget. Yet a real Budget is as unknown to 
them as success was to the ragged ancient trader 
who always answered, “Fine!”, to the greeting. 


oft 


The Budget, in its fullest service, is an absolute 
necessity today if better business is the aim; or 
if the old greeting, “How’s Business?”, is to be 
answered in truth, “ Fine!”. 
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all mining corporations to become members. 
The other German compulsory syndicate, 
the Potash, is protected by a complete mo- 
nopoly at home and by a joint monopoly 
with France in the world market. Yet the 
Potash syndicate does not work satisfac- 
torily, and here again the trouble is finan- 
cial. Although the syndicate closed down 
a great many uneconomical mines, it had 
to allow these to retain their participation 
quotas, and therefore their proportional 
shares in the syndicate’s profits. The effect 
is that the good mines are compelled to 
compensate the bad. A large part of the 
capital sunk in the industry is earning noth- 
ing. The actually invested capital is esti- 
mated at 700 million marks, but the profits 


are sufficient to pay a fair dividend only 
upon 300 million marks. For this and other 
reasons the Potash syndicate organization 
is being subjected to ever-severer criticism ; 
and two of the greatest corporations see no 
way out except by merging all concerns into 
a single trust. 


The German Syndicates 


F the other German syndicates or car- 

tels embracing whole industries, only 
the native steel syndicate, the Rohstahlge- 
meinschaft, is working at all satisfactorily. 
The steel import duties enable it to keep up 
home prices, and owing to the tremendous 
demand at home, it is almost independent 


in the domestic organization of German in- 
dustry ; and until Germany has found a new 
way to salvation for herself, they see no 
reason for blindly copying her. Further, 
the chief motive for internal combination, 
which is that it is the first step toward in- 
ternational combination, is no longer valid. 
The history so far of the International 
Steel Cartel, which embraces all important 
European producing countries except Eng- 
land, encourages no country to rush into 
industrial agreements with others. The 
International Steel Cartel was formed to 
keep up prices. Yet European steel prices 
are as low as ever. 

The very means adopted by the cartel 
defeated its’ object. Over-production, it was 
rightly argued, was the cause of low prices. 
The cartel, therefore, fixed production 
quotas for Germany, France, Belgium, 
Luxemburg and the Saar, and provided that 
any national production exceeding the coun- 
try’s quota should pay a stiff fine per ton, 
whereas under-production should be reward- 
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ed by a bounty. As this regulation system 
was first applied a year ago, when German 
industry as a whole was entering upon a 
state of boom, Germany naturally produced 
steel much in excess of her quota. She duly 
paid heavy penalties. But France, whose 
original quota was fixed much too high, pro- 
duced below it, pocketed the bounties, and 
used them to subsidize her export at low 
prices. The cartel became a means of de- 
pressing international prices. 

The International Tubes Cartel has also 
not been a success. With exception of the 
Franco-German Potash Agreement, the in- 
ternational combinations have failed mate- 
rially ; and morally they have achieved noth- 
ing. The expectation that they would lessen 
international trade jealousy has not been 
realized. The old struggles for markets 
continue unabated, and in certain industrial 
branches they have been aggravated by new 
struggles for big quotas. 

In general, Europe’s past experience does 
not foreshadow any future success in inter- 
national cooperation. Not at any rate on 
the present lines. The present lines are, 
however, no threat to United States trade. 
Their aim is to keep world-market prices 
up; and it is their failure and not their suc- 
cess which causes dumping to the disadvan- 
tage of the United States. European com- 
bination on the lines of the German “Cartel- 
Revisionists” would have a very different 
effect. It would increase efficiency and in- 
sure profits by reducing production cost in- 
stead of by maintaining prices. 

If Europe is to pay her debts to America, 
she will probably be ultimately forced to 
take this course, and then, but only then, 
will she seriously threaten America’s trade. 


What the Future Bank 


(Continued from page 446) 


times as large in amount as the capital put 
up by the stockholders, and recognition of 
this is being reflected in banking prac- 
tices and ethics. Where banks have been 
used as the instruments of individuals for 
their own private gains, they have lagged 
behind and have failed to grow. 

A new ethical note has come into banking. 
The day has passed when bank officers draw 
a nominal salary from the institution itself 
and enrich themselves by virtue of their 
connection with the bank through the ac- 
ceptance of gifts of stock for financial in- 
fluence; through acceptance of bonuses for 
making loans; through foreclosures that re- 
sult in private profit and by secret specula- 
tions based on inside information obtained 
through handling the confidential affairs of 
the bank’s customers. While these prac- 
tices through usage might have been con- 
sidered legitimate in former times, Ameri- 
can banking standards have fortunately been 
elevated beyond them. 

While this is a time of big combinations 
and it takes great combinations of capital 
to operate with success, the great enterprises 
are quite properly owned by thousands of 
stockholders and serve millions. The Bank 
of Italy National Trust and Savings Asso- 
ciation has more than 22,000 shareholders 
and has more than a million depositors, and 
the Bancitaly Corporation, whose _ invested 
capital has been increased from time to time 
until it now exceeds more than $250,000,000 
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How Field Warehousing 
Is Becoming An Auxiliary 
Of Bank Credit Departments 


OS enabling the bank to secure loans 
to manufacturers with finished 
product or raw material, the Lawrence 
System of Field Warehousing has be- 
come a very important accessory of 
leading banks everywhere. 


Without removal of collateral merchan- 
dise from the plant of the manufacturer 
we enable him to furnish you with 
bonafide warehouse receipts as security 


for loans. 


Write For a Copy of 
Lawrence System Field Warehousing 


[AWRENCE WAREHOUSE (OMPANY 


+ T. GIBSON. 


37 Drumm Street . . . . San Francisco 


Chicago . . . 29 South LaSalle Street Portland ...... 


- - 403 Hoyt Street 


Philadelphia . Public Ledger Building Seattle . . . . Dexter-Horton Building 
Los Angeles .. . W.P.Story Building Oakland. ..... .. Gibson Terminal 


largely to provide suitable investment for 
the small investors, has more than 50,000 
owners. This, I am informed, is within 
about 10,000 of the number of individual 
shareholders of General Motors. The fig- 
ures explain why the old distinction between 


Transit Numbers 


ANKING in Alaska has developed to 
the point where seventeen banks in that 
territory have applied to the American 
Bankers Association for the assignment of 
transit numbers, to assist them in the clear- 
ing of their checks. 
Up until the present time, the banking 
institutions in the far northern territory have 


capital and labor in this country is being 
wiped out—we are a nation of capitalists 
today. 

Banks will grow in direct ratio to their ser- 
vice to’ the public and the smart banker will 
recognize that the way to grow is to serve. 


for Alaskan Banks 


been operating without the aid of this fa- 
cility, which is in universal use in the United 
States. 

The territorial prefix number fifty-nine has 
been assigned for the Alaskan banks, start- 
ing with suffix number one—these suffix 
numbers being assigned according to seni- 
ority of the bank. 
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CUTTING FLAME 


Here is the Mat which, embedded in Concrete, is Drill Proof, 
Flame Proof and Resists Explosives. 


Put in “3 Point Protection” 


and Lay Doubts Aside 


HEN you put this massive mat of heavy steel 

mesh into your vault walls, into the roof and into 

the floor—you rightly lay aside all doubts as to the 
never-ending security of your vault. 

The Steelcrete System provides protection positive 

against (1) drill, (2) cutting flame, (3) explosives. It is 

the only system that includes complete the vital “3” Point 


Protection.” 


Have you seen the list of notable Steelcrete installa- 


tions? 


You will want your bank to number among these 


institutions who have investigated, and invested in, the 


world’s highest type of bank vault protection. 


for vault information. 


Write us 


The Consolidated Expanded Metal Companies 


Steelcrete Building 


Atlanta 
Boston 


Branches: 
Philadelphia 


Cleveland 


Wheeling, W. Va. 
Pittsburgh New York 


Buffalo 


New Book on Fiduciary Advertising 


displays which have been found to be par- 


HE advertising suggestions and the 

copies of advertisements prepared dur- 
ing the course of the past seven years by 
the Committee on Publicity of the Trust 
Company Division of the American Bank- 
ers Association to’ bring about a more wide- 
spread use of the services of the corporate 
fiduciary have been compiled in a single vol- 
ume, Fiduciary Advertising. 

In this book, a wealth of trust literature 
is contained, including 400 separate and com- 
plete advertisements for trust companies and 
banks, covering the whole scope of modern 
personal trust service, classified and indexed 
for convenient use. The material embraces the 
articles containing the committee’s sugges- 
tions regarding trust advertising as pub- 
lished in the Division’s publicity Bulletin; 
the forty-six advertisements that appeared 
in the group of twelve magazines during 
the national educational campaign; the copy 
supplied through the monthly Bulletin for 
local advertisements; reproductions of di- 
rect-by-mail advertising in the form of leaf- 
lets, booklets, circular letters and blotters; 
reproductions of window cards, posters and 
window displays; and finally, the answers to 
the one hundred questions that people most 
generally are asking about wills, trusts and 
the activities of corporate fiduciaries. 

The material represents the best thoughts 
of the leaders in the movement to inform 
the American people as to the many ways in 
which corporate fiduciaries can serve them 
in various capacities. As most of this ma- 
terial was regarded as having a high perma- 


nent value, it is now published in book form 
for the convenience and guidance of trust 
officials and others interested in the exten- 
sion of trust business. The book consists of 
452 pages and sells for $10. 

The trust literature, appearing in the 
book, has a practical value in that it can be 
readily adapted to local requirements and 
used in the advertising campaigns of any 
trust company or bank engaged in trust com- 
pany work. The typography of the adver- 
tisements has been so planned that each ad- 
vertisement can be handed to the local printer 
with instructions to follow exactly the type 
and layout. 

In connection with the “Building Trust 
Service” plan, the Publicity Committee had 
twenty-nine mailing pieces prepared. These 
ranged from a four-page leaflet or envelope 
inclosure to a master booklet of twenty- 
four pages. More than 2,000,000 of these 
have been distributed throughout the coun- 
try and the text of these booklets, except in 
cases where it is substantially that of ad- 
vertisements shown elsewhere in the book, 
is contained in the volume. Other direct- 
by-mail pieces, such as circular letters and 
blotters which have proved to be one of the 
most effective and economical advertising 
appeals, are reproduced. Form letters, which 
are suggested as the means of reaching 
prospects for various services, are published. 

One section of the book contains sugges- 
tions regarding the preparation of window 
displays, as well as reproductions of window 


ticularly effective. 

What is regarded as one of the out- 
standing contributions of the Committee 
is “The One Hundred Questions and An- 
swers Concerning Wills, Trusts, Trust 
Companies and Banks” prepared by Judge 
Gilbert T. Stephenson, of Raleigh, N. C. 
The answers to the questions contain a 
mass of information from which innumera- 
ble newspaper advertisements, booklets and 
other pieces of mailing matter may be pre- 
pared after harmonizing with the local laws 
in the various states. 

Bankers who hold‘a high place in adver- 
tising as well as financial circles compose the 
Committee on Publicity, under whose di- 
rection the book was compiled. Francis H. 
Sisson, vice-president of the Guaranty 
Trust Company, of New York, is Chair- 
man; while the other members are: Allan 
B. Cook, vice-president, Guardian Trust 
Company, Cleveland; Guy W. Cooke, ad- 
vertising manager, First Trust & Savings 
Bank, Chicago; Fred W. Ellsworth, vice- 
president, Hibernia Bank & Trust Company, 
New Orleans; Edward H. Kittredge, of 
Hornblower & Weeks, Boston; Allard 
Smith, vice-president, Union Trust Com- 
pany, Cleveland; and Leroy A. Mershon, 
Secretary, Trust Company Division. 

Copies of the book may be obtained by 
sending in orders to the Trust Company 
Division, American Bankers Association, 
110 East Forty-second Street, New York 
City. 
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Investment Trusts 
(Continued from page 440) 


trust company over against the state and 
national bank. This was particularly so as 
to the investment privileges of the respective 
institutions. Now we are beginning a new 
era, with the trust company about as closely 
regulated as are state and national banks; 
and a “new” type of institution—the Invest- 
ment Trust Company—is beginning to thrive 
on a favorable competitive position due to 
lack of state or federal regulation. The 
story of trust companies may repeat itself 
now with the investment trust as the fav- 
ored competitor. 

But there is another way in which the 
competitive position of the Investment Trust 
Company is very strong, and this is in fact 
that it is possible for them to apply really 
sound investment practice to the handling of 
funds because of this absence of legal re- 
triction. Specifically, the investment trust 
company may diversify its investment be- 
tween equity types of securities—such as 
stocks—and contractual types of securities— 
bonds—in a manner which will hedge against 
unforeseen variations in the purchasing 
power of money. 

On the other hand, the trust companies 
enjoy the competitive advantage of a tre- 
mendous good-will in the market for expert 
investment services which years of faithful 
performance has built up. They likewise 
enjoy the advantage of size due principally 
to the growth of corporate trust depart- 
ments, banking departments and bond de- 
partments. 

Furthermore, the modern investment trust 
which has been developing so rapidly is de- 
pendent upon this good-will of the trust com- 
pany, and uses it by bringing in the trust 
company as trustee of the investment trust 
fund—the Investment Trust Company itself 
merely assuming the management of the 
trust fund. This creates a unique situation, 
for if the trust company comes to realize 
that the investment trust is a competitor it 
may refuse to accept such trusts and in such 
an event the progress of the investment 
trust might be retarded very considerably. 


Trustee’s Strict 
Accountability 


NALLY, trust companies may be very 
cautious in accepting the trusteeship of 
an Investment Trust Company due to the 
liabilities assumed by such a trustee. The 
issue as to what liability the trust company 
assumes as a trustee for an Investment 
Trust Company has not yet arisen, but in 
case it should arise it is quite likely that the 
courts would put a strict interpretation upon 
the trusteeship thus created and hold the 
trust company ultimately accountable for 
the investment trust fund. Analogy may be 
made with the corporate trust deed where 
the trust company acts as trustee under cor- 
porate mortgage. In a few early cases in 
the history of the corporate mortgage the 
trustee was regarded merely as an agent and 
its liabilities were those of an agent simply. 
But authorities on trusts have always main- 
tained that the trusteeship under a corporate 
mortgage is one involving liabilities substan- 
tially as rigorous as is the case of any trust. 
While trust companies have in the past at- 
tempted to limit their liabilities in connec- 


FREE 


A beautiful 
Autopoint 


sample 
Pencil 


SEE Results 


As hundreds do who use this 
Powerful Advertising Auxiliary 


advertisers who 


ATIONAL 


spend 


in the aggregate many 


millions yearly in other forms of advertising, find an im- 
portant place in their merchandising scheme for Autopoint Pencils. 
And today many banks, too, use this impelling business builder 


with success. 


It is the sort of advertising that is talked about—that brings 
results that are tangible—that pays out, yet keeps right on the 


job. 


Autopoint is a perpetual advertisement, localized to the man 


who has the say-so. It is in his pocket, on his desk, 365 days a year, 


when other advertising is neglected or forgotten. 


Thus Autopoint 


ends the waste of other forms of advertising. 
Autopoint is a powerful ally in your getting new business. You 
present it with the name of your bank stamped imperishably on 


its barrel. 


Read the exclusive features of this famous pencil. 
Your delight with it will give you some 


you one to use yourself. 


You are kept right before the prospect’s eye, always. 


Let us send 


idea of how your prospects will receive it. 
Send the coupon now for complete information, for list of 


users, prices, and a beautiful sample. 
coupon today. 


There’s no obligation. 


Send 


MAIL COUPON TODAY 


3 Big Features 
. Cannot ‘‘jam’’—protected by patent. 
But one simple moving part. Noth- 
ing to go wrong. No repairs. 
. Bakelite barrel, beautiful onyx-like. 
light-weight material. 
. Perfect balance—not ‘‘topheavy.’’ 


AUTOPOINT COMPANY For Bank Ezecutives 
4619 Ravenswood Ave., Chicago, Ill. Only 
Without obligation, please send sample Auto- 

vent, booklet, sales-building proposition, prices, 

ett. 


tion with corporate mortgages by the terms 
of the trust agreement, the tendency of the 
courts has nevertheless been toward a more 
strict accountability on the part of the trust 
company as such a trustee. A recent case 
clearly shows this tendency of the courts. 
(Green v. Title Guaranty and Trust Com- 
pany.) 

The trust agreement under which the 
modern investment trust operates is similar 
in general nature to the corporate trust deed, 
and the trust company as trustee is vested 
with legal title to the property of the in- 
vestment trust. The trust company is trus- 
tee and the holders of investment trust se- 
curities are’ the beneficiaries of the trust. 
True, the trust agreement is so drawn that 


the trust company virtually has no active 
function to perform in the Investment Trust 
Company, and takes no part in the manage- 
ment of the fund. In other words it is a 
trust where the trustee does not have com- 
plete control and possession of the trust 
property; but merely holds legal title. The 
function here performed by the trust com- 
pany is principally as a clearing house of 
equities. However, the trust created under 
corporate mortgage is likewise a trust where 
the trustee does not have complete control 
and possession of the trust property, and 
yet the courts have held the trustee account- 
able to bondholders for that trust property. 

So in the case of the investment trust, 
where a trust company is. made trustee of 
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Guaranty Trust Company 
of New York 


140 Broadway 


LONDON 


PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, November 15, 1927 


RESOURCES 
Cash on Hand, in Federal Reserve Bank 


and Due from Banks and Bankers 
U. S. Government Bonds and Certificates. . 


Public Securities 
Other Securities 


Real Estate Bonds and Mortgages 
Items in Transit with Foreign Branches. . . 
Credits Granted on Acceptances 


Real Estate 


Accrued Interest and Accounts Receivable. 


Surplus Fund 
Undivided Profits 


Accrued Dividend 


Accrued Interest, Reserve for Taxes, etc... 


Acceptances 


Outstanding Treasurer’s Checks 


the fund the courts are likely to hold the 
trust company ultimately accountable to the 
holders of investment trust certificates, and 
regard the managers of the fund as agents 
of the trustee. Thus while certificate hold- 
ers have an action against the trust company 
as trustee in case of default, the only redress 
of the trust company would be to proceed 
against the management of the Investment 


Trust Company. 


ie the light of the true nature of the ser- 
vices performed by investment trusts, and 
in view of the relationship that exists be- 
tween investment trusts and trust companies, 
it is probable that the future investment trust 
will be a part of the trust company rather 
than a separate institution. 

Present corporate fiduciaries might well 


$164,368,689.29 
26,529,827.47 
23,441 ,568.77 
21,940,127.81 
428,194,857.84 
2,902,963.33 
6,163,575.82 
61,620,048.57 
7,408,686.75 
6,193,807.37 


$748,764,153.02 


3,979,955.20 
$63,979,955.20 


600,000.00 
7,313,684.65 
61,620,048.57 
24,978,138.67 
590,272,325.93 


$748,764,153.02 


accomplish very desirable results at once by 
taking this step. They will forestall the 
competition of independent Investment Trust 
Companies. Investment trust departments 
may not be so profitable on the surface but 
it must be remembered that the development 
of such a department would be a tremendous 
influence in the building up of good-will and 
public confidence in the trust company so es- 
sential for the successful operation of its 
corporate trust and banking departments. 
Furthermore, it would be better for the fu- 
ture development of corporate fiduciaries to 
round out their services as pure fiduciaries 
and make their position more secure against 
future competition of a new type of institu- 
tion. Besides, the economic development of 
our Democracy clearly points to an ever in- 
creasing importance of the small investor. 
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The underlying principles of the invest. 
ment trust are universally admitted by 
bankers, lawyers, business men and econo- 
mists to be sound; and the investment trust 
is considered an excellent thing—provided 
the management is perfect. The two main 
principles are: 

(1) The pooling of small funds so as to 
make a fund large enough so that sound 
practices of investment may be applied, and 

(2) the furnishing of expert investment 
service which is paid for collectively by the 
large number of small investors so that each 
individual’s contribution is small. 

It has been seen how these principles were 
applied to the investment of a general trust 
fund by early trust companies, and how they 
were driven from this useful field of service 
by legislation and the evolution of the law 
of trusts. Now it is equally possible for the 
investment trust to again be put out of exist- 
ence by unwise legislation. Any legislation 
should take account of these two principles 
and should avoid any steps which would de- 
stroy their usefulness, such as hampering 
restrictions as to types of investment al- 
lowed. 

The legislature of New York state has 
already discussed the possibility of the reg- 
ulation or supervision of investment trust 
companies, at the last session of the legisla- 
ture, and in September, 1927, the Attorney 
General inaugurated a thorough investiga- 
tion of the investment trust companies op- 
erating in the state. A questionnaire in- 
cluding twenty questions was sent to every 
investment trust company in the state, in- 
quiring intimately into the affairs of the 
company. One of the points stressed on this 
questionnaire is the trust relationship which 
is set up by the investment trust company. 

It may be comforting to individual hold- 
ers of investment trust certificates that the 
trust companies acting as trustee for their 
interests in all probability will be held to a 
pretty strict accountability for the trust, 
whereas such a thought may be quite dis- 
tressing to any trust company which has 
not shown adequate discretion in accepting 
such a trust. State control of investment 
trusts is practically already in existence 
through the law of trusts and through state 
control of trust companies, but in a positive 
way state supervision may be required to 
forestall the necessity for the courts to in- 
tervene. 

Perhaps the legislature will find that su- 
pervision as to who is made trustee of the 
investment trust, plus the already existing 
supervision of trust companies by the bank- 
ing department and by the courts will be 
sufficient. If the law requires that the In- 
vestment Trust Company shall pass muster 
before the recognized judgment of a respon- 
sible trust company before organizing much 
will be done toward the elimination of dis- 
honest or inefficient organization. This will 
be accomplished by compelling the Invest- 
ment Trust Company to have a responsible 
trustee. 

An optimistic view of the impending state 
legislation on the matter of the supervision 
of investment trusts is that the legislature 
will pass a law which will alter the invest- 
ment privileges of the trust company in such 
a way as to permit investment along sound 
economic lines, and at the same time en- 
courage trust companies to organize invest- 
ment trust departments. 
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School to Combat 


(Continued from page 471) 


pert demonstrated just where these con- 
cealed numbers might be found and tipped 
off the sheriff as to how they might follow 
a clue through the various stages. 

From New York came another expert. 
He was Major Calvin H. Goodard, chief 
of the bureau of forensic ballistics, the gun 
and bullet expert who identified the bullet 
found in the body of Berardelli, the pay- 
master’s armed guard, as having been fired 
from a revolver which Nicola Sacco, exe- 
cuted with Vanzetti, admitted he possessed. 
The science of identifying weapons and 
their bullets, upon which individual tell-tale 
“fnger prints” are left, is as exact and 
conclusive as that of tracing criminals by 
their finger prints, he told the peace officers, 
and proceeded to explain how the sheriff 
might do a little experting himself. 

“Like the finger print system,” he ex- 
plained, “it is based upon the fact that no 
two things ever are exactly alike. A bullet 
fired through a pistol, revolver or rifle 
invariably bears certain distinctive marks 
or scratches—the finger print of that par- 
ticular weapon’s barrel. Even bullets fired 
by two weapons of the same make and type 
and made by the same machines and tools, 
bear characteristic imprints, which even 
untrained eyes can distinguish under the 
microscope. 

“Moreover, the shell from which a bullet 
is fired also bears individual marks made 
by the firing pin and breech block of the 
weapon. We have developed scientific 
methods of employing these marks to trace 
a bullet or shell to the weapon from which 
it came; and of proving whether a certain 
bullet could possibly have been fired from 
a given weapon. Our goal is that innocent 
men shall not be sent to their deaths nor 
guilty men acquitted by testimony un- 
substantiated by the facts of exact science.” 


A Handwriting Expert 


\ HEN a handwriting expert from 

Chicago—J. Fordyce Wood, addressed 
the sheriffs they listened sharply. In Iowa, 
—a notorious bank robber—sought to es- 
cape prison by establishing an alibi. He pro- 
duced a sheet from a hotel register in a far- 
off city, which gave mute evidence that, on 
the very night that the robbery was com- 
mitted in Iowa, he had registered at that 
hostelry. The case had gone to the jury 
with the alibi unshaken when one of the 
jurors just chanced to hold the sheet up to 
the light. 

While the prosecuting attorneys had 
failed to note anything wrong with the sheet, 
the juror discovered it had been tampered 
with. The sheet had been split. The bank 
robber or his aides, it is said, had carefully 
inserted the spurious registrations, written 
in his own hand, and pasted it on the sheet. 
The chance glance upset the ingenious fraud 
of the robber and he is now in the peniten- 
tiary. So when the handwriting expert 
showed that neither the handwriting of 
any two persons nor the imprint of any two 
typewriter keys is the same, the pointers 
were readily taken in. 

Mr. Wood told them that not only was 
this true but that specimens could be identi- 
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Pe gown than 2,000 banks of the United 
States purchase these notes for prime, 


short-term investment. 


Checkings available in any financial center 
and complete credit data on request. 


Industrial 
Acceptance 
Corporation 


FINANCING STUDEBAKER 


DEALERS EXCLUSIVELY 


Collateral Trust 
Gold Notes 


(THE NATIONAL CITY BANK OF NEW YORK, TrustzEg) 


Executive Offices 


GRAYBAR BUILDING, NEW YORK 
[Lexington Avenue at 43rd Street] 


Commercial Paper Offices 


NEW YORK 7 


SAN FRANCISCO 


fied and the approximate time of the writ- 
ing established. As possibly no means of 
identification crops up more often and is 
of more vital importance for the dispensing 
of justice than the system of identification 
by handwriting, the sheriffs gave rapt at- 
tention. : 

If a uniform system of taking rogue’s 
gallery photographs is followed, hiding be- 
hind a bushy beard or shaving off a bristly 
mustache will not prove a satisfactory de- 
ception, an expert on photography assured 
the sheriffs. The best methods to use in 
mugging the crooks and in securing’ the 
best available photographs for identification 
work were reviewed. 


Effects of Poisons 


HEN came an impressive lecture by 
Wilbur J. Teeters, the Dean of Pharmacy 
of the State University of Iowa, who dis- 


CHICAGO 7 ST.LOUIS 7 


MINNEAPOLIS 
DALLAS 


cussed how it could be established whether 
or not a person’s death was due to poison. 
Every poison has a different effect upon 
body tissue and the organs, the Dean 
observed, and he demonstrated how the 
science of chemistry might be invoked as 
an aid to discovering how a major crime 
was committed. The color and texture of 
human hair, which appears to have been 
destroyed by fire, water or other means— 
as well as the texture and color of clothing 
can be established, he explained, by the 
artful aid of chemistry. 

Besides this group of five experts, the 
sheriffs were addressed by the attorney gen- 
eral, a supreme court justice and a district 
court judge as to how they could meet 
the law’s requirements of securing and pre- 
serving evidence and of how they could 
be more effective in testifying in criminal 
cases. The bureau of identification con- 
ducted a clinic in finger printing. 
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| Why 
The Marine Knows 
Buffalo 


Because The Marine has been 
growing with Buffalo since 
1850. The total population 
of the city then was nearly 
100,000 less than the number 
of Marine customers today— 


140,000. 


m™ MARINE 
TRUST COMPANY 


OF BUFFALO 


Resources more than $200,000,000 


All in all, it would seem best for the 
crooks, even of the most modern ilk, to 
stay away from Iowa, 

At this very session, the school took under 
consideration the offer of a Des Moines 
broadcasting station to establish a daily 
“crime hour” at which all. criminal appre- 
hension information would be put on the 


air. The Iowa Bankers Association is con-_ 


sidering the installation of a radio signalling 
set in the homes of vigilantes so that the 
alarm of bank robberies may be spread 
even when all the telephone and telegraph 
wires are cut. If this system is adopted, 
it will be possible to signal all Iowa at one 
time in event some misguided thug should 
decide to rob a bank. 


Not Easy to List 


(Continued from page 452) 


clude any rapid additions to the present 
high total of Stock Exchange trading units. 

It is not yet certain whether the pro- 
gram for foreign listings is to be successful. 
The Amsterdam Trading Company’s appli- 
cation has already met with opposition from 
the officials of the concern who appear to 
question the desirability of a New York 
market for their shares. In fact, repre- 
sentatives of the company opposed the list- 
ing of the shares after the announcement 
of the bankers who sold the stock had con- 
tained the statement that “application will 
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be made to list the ‘American Shares’ on 
the New York Stock Exchange.” 

The objection by the foreign company 
whose shares would afford a good invest- 
ment or a promising trading unit in the 
New York market is that there is too much 
red tape involved in the listing processes, 
Until there is a decided modification of 
them, the introduction of European stocks 
of quality to the American investor will 
meet with resistance in quarters that had 
been expected to join hands in the move- 
ment to enlarge the scope of the New York 
Stock Exchange and help to “establish the 
best possible facilities for the smooth flow 
of American capital into and out of foreign 
business enterprises, and at the same time 
to secure the greatest possible protection for 
the American investing public.” 


Profits in Food 


(Continued from page 468) 


food, for example, can at the same time take 
orders for flour, jello, mayonnaise and choco- 
late. Moreover, the company that has a 
diversity of lines is assured more stable 
business than one dependent on a single 
product, since the inevitable gains and losses 
in each department will tend to balance. 
Other economies are possible in shipping, 
accounting, etc. 

This is exactly what has been done by the 
Postum Co., Inc., which has become one of 
the largest factors in the food industry. 
This business was originally founded in 1895 
at Battle Creek, Mich., by C. W. Post, to 
make Corn Flakes, Postum and Grape Nuts. 
The present corporation was organized un- 
der Delaware laws in 1922 as the Postum 
Cereal Co. and the name changed to Postum 
Co., Inc., last March. 

During the past two years the company 
has acquired nine other concerns in the food 
line, either by outright purchase or exchange 
of stock. Their names, under which they 
will continue to operate as subsidiaries, in- 
clude Jell-O Co., Inc.; Igleheart Bros., Inc. 
(flour); Atlas Flour Co.; Richard Hell- 
mann, Inc. (mayonnaise); Franklin Baker 
Co. (cocoanut) ; Walter Baker & Co., Ltd. 
(chocolate) ; Log Cabin Products Co., Ince. 
(syrup); Annis, Inc. (horseradish), and 
Minute Tapioca Co. 

Postum Co., Inc., increased its earnings 
from $4,684,000 in 1925 to $11,317,000 in 
1926, and for the nine months ended Sept. 
30, 1927, reported $9,311,000. 

Another interesting merger of recent date 
was in connection with the formation of the 
United Biscuit Company of America. It 
represents the consolidation of nine separate 
baking and supply concerns, all of them old 
established and one dating back to pre-civil 
war days. The constituents are Sawyer Bis- 
cuit Co. of Chicago, Union Biscuit Co. of 
St. Louis, Lakeside Biscuit Co. of Toledo, 
Streitmann Biscuit Co. of Cincinnati, Felber 
Biscuit Co. of Columbus, Ohio, Merchants 
Biscuit Co. of Denver, Manchester Biscuit 
Co. (N. D.) of Fargo, N. D., Manchester 
Biscuit Co. of Sioux Falls, S. D., and Chi- 
cago Carton Co. of Chicago. The new con- 
solidation will be the third largest biscuit 
manufacturing company in the United States. 
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A Financial Center 
(Continued from page 444) 


Now, after much negotiation, the curb is 
to be taken over by the San Francisco Stock 
and Bond Exchange. The latter has pur- 
chased the building of the old Stock Ex- 
change and will make it the home of the 
Curb Market. To quote the official an- 
nouncement just issued, “the price paid for 
the assets and its name was $370,000.” The 
building will be used to house the San Fran- 
cisco Curb Exchange, which is being organ- 
ized by the San Francisco Stock and Bond 
Exchange for the purpose of dealing in all 
of those securities which have not been ad- 
mitted to listing on the San Francisco Stock 
and Bond Exchange. This new plan vastly 
improves the security exchange situation in 
San Francisco, and gives the city a listed 
market in the San Francisco Stock and Bond 
Exchange and an unlisted security market 
in the form of a curb exchange and an 
exchange confining its activities to mining 
stocks. 

“The plan contemplates that each mem- 
ber of the San Francisco Stock and Bond 
Exchange shall have a membership in the 
San Francisco Curb Exchange, and that ad- 
ditional seats will be sold to the public at 
an initial price of not to exceed about $20,- 
000. The number of such memberships to 
be sold has not been finally determined. It 
is quite possible that the total authorized 
memberships of the Curb Exchange will be 
100 members. These memberships will be 
sold only at such times and at such prices 
as the Curb Exchange will in the future 
determine.” 

The Mining Exchange will seek new quar- 
ters. In the meantime the present building 
of the San Francisco Stock and Bond Ex- 
change, soon to be known as the San Fran- 
cisco Stock Exchange, is to be razed and a 
structure of monumental design to be erected 
on the site. 

President Schwartz of the exchange is 
spending the year-end in New York, study- 
ing the call money market and the bankers’ 
acceptances discount market, with a view to 
the inauguration of similar institutions in 
San Francisco early in 1928. 


The Financial Picture 


ae financial picture in San Francisco 
now is one of bank clearings rapidly 
approaching the $50,000,000 mark daily, of 
average daily exchange trading amounting 
to more than $5,000,000 in value, of con- 
tinued big bank consolidations of ever- 
increasing import and export trade, and 
growing prosperity. 

Bankers who have read the foregoing may 
be prompted to inquire as to the effect 
Wrought by this development upon the sav- 
ings institutions of San Francisco and of 
California. The answer is to be found in 
a statement issued in November by Will 
C. Wood, State Superintendent of Banks. 
He announces that more than seven out of 
each ten persons in California have money 
on deposit in either state or national banks. 
This means that there are actually more 
bank accounts than adult population. 

A conservative estimate of California’s 
Population places it at 4,950,000 at the pres- 
ent time. There were 3,069,464 separate sav- 
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N the heart of 

Washington’s 
aristocratic sub- 
urb, the Takoma 
Park Bank has 
erected its build- 
ing. Its sheer 


beauty appeals 
to cultured 
tastes, and its 
convenient lay- 
out delights the 
practicalbanker. 


U: rges the S tranger to Enter 


WE see in one bank’s advertising the words “The Bank of 
Courtesy”, in another's “you will like our Service’, in an- 
other’s “‘a sincere welcome to you”. Those banks mean just what 
they say. Their words speak the literal truth. 

But how cold is printer’s ink when it speaks such sentiments. 
And how motionless are the phrases spread out on paper. There is 
no urge about them. They do not seem to touch your elbow to 
incline your footsteps. They suggest no action. 

More persuasive by far, is the message that the bank’s building 
can speak. A broad facade and a cheerful entrance, such as this, 
invite the Papin. with an appeal so sincere and courteous that he 


will not fail to note it. 


This looks to him like welcome indeed, 


—a welcome suffused with a warm suggestion of cordiality and 


service to be found within. 


Day and night, open or closed, the inobtrusive message of the 
bank’s building is being quietly seen and read by the people who 
pass by. And what they read there these people understand. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 


‘THe possibilities of the bank’s Building are 
not well enough estimated by many bank- 
ers. Our booklet, ‘‘Building the Bank for 
Business’’, describes a number of points often 
overlooked. 

You can read the book in an evening. Still 
bankers in many states (from governors of the 
Federal Reserve to page in the country 
towns) write to tell us of the profitable ideas 
they have gotten from reading it. The coupon 
will bring a copy to you without obligation. 


ings accounts in California banks in June 
of this year. Total deposits in these ac- 
counts amounted to $1,698,729,000 ; thus there 
were more than six savings accounts for 
every ten persons in the state. 

There was an estimated total of 1,700,315 
commercial checking accounts carrying $1,- 
000,378,000 for the same time. This indi- 
cates that more than three out of each ten 
persons in California carry commercial ac- 
counts. 

The total number of accounts of indi- 
viduals in June, 1927, both savings and com- 


ARCHITECTS ENGINEERS 


TILGHMAN Moyer Company, Allentown, Pa. 


Gentlemen: Without obligation, please mail 
me a copy of “Building the Bank for Business.” 


Name: 


Address : __ 


mercial, was 4,769,779, totaling $2,699,107,- 
000. In addition to this there was on de- 
posit -in California banks approximately 
$300,000,000 in the form of accounts of 
counties, municipalities, the United States 
postal savings, cashiers’ checks, certified 
checks, etc. 

But as regards accounts of individuals, 
there are almost as many separate accounts 
as there are inhabitants of the state. How- 
ever, one must allow for duplication in the 
case of people who have both commercial 
and savings accounts. 
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tlements are constantly demanded and, also 
the total of all notes in circulation is kept 
close to that actually required throughout 
the entire country for commercial purposes, 
The authority to lend on the security of 
products of the primary industries has had 
a pronounced effect on the development of 
the natural resources of the country. With 
the exception of warehouse receipts and bills 
of lading, which, of course, are held by the 
bank, the form of security is so elastic that 
the pledgee holds the products in his pos. 
session, virtually as trustee, but ownership 
is vested in the bank, which may make 
seizure and effect sales at any time. Speak- 
ing generally, there is almost continuous 
liquidation of loans of this character, al- 
though fresh advances are made with equal 
rapidity. 

It will have been noted that it is intended 
that each chartered bank shall be one with 
sufficient capital to transact a large business 
and that its main functions are: 

1. To put into circulation paper money 


There are eight hundred and 
fifty-seven Banks and twenty 
Trust Companies in Mich- 


igan. Five hundred and thirty- 
six of these carry accounts in 
Detroit Banks. It is a signifi- 
cant fact that three hundred 


required for the commerce of the country, 
2. To make use of the savings of the peo- 
ple for productive purposes. 
An additional responsibility, shared to 
some extent by the government, is the per- 
formance of duties which ordinarily rest 


with a central reserve bank. 


4000 Branches 


HE Canadian banks perform these func- 
tions through a chain of branches, of 
which there are about 3,800 in Canada and 
nearly 200 in other countries. In effect, the 
monetary resources of the country are 
mobilized, and utilized according to the needs 
of the various sections. The system is most 
flexible, it provides for the clearance and 
settlement of all commercial transactions and 
for a wide diversification of risks, which, of 
course, is a factor of great strength. 
Below is a condensed statement of the 


FIRST NATIONAL BANK 
assets and liabilities of all Canadian banks 


CENTRAL SAVINGS BANK 
as at December, 1917 and 1926, and July, 


FIRST NATIONAL COMPANY 1927. 
OF DETROIT, INC. This statement shows that the resources 


of the banks have greatly increased in the 
last ten years. Analyzing the most recent 
statement we find that cash, in the form of 
gold and subsidiary coin, Dominion govern- 
ment notes and foreign currencies, together 
with bank balances, made up a total of 


and twenty-six, or more than 

sixty per cent, have selected 

the First National Bank as 
their Detroit depository. 
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Canadian Bank Stocks 
(Continued from page 478) 


make very thorough audits of each branch 
and who value the loans. 

Probably some explanation of the fore- 
going is necessary. The notes issued by a 
bank are a first charge on its assets, and 
further protection is afforded by the stipu- 


Assets and Liabilities of All Canadian Banks 


Dec. 31, 1917 Dec. 31, 1926 
$479,254,686 $456,556,708 
64,727,606 75,539,122 
206,262,502 423,543,854 
468,406,273 483,619,008 
909,520,099 1,064,122,758 
111,581,098 269,558,311 
83,411,363 166,960,925 


$2,323,163,627 $2,939,900,686 


July 31, 1927 
$389,157,598 
64,345,426 
424,457,232 
541,664,500 
1,108,029,400 
264,757,252 
168,641,003 


ASSETS 
Cash and Bank Balances 
Bank Balances Abroad 
Call and Short Loans 
Securities 
Loans in Canada 
Loans Abroad 
Other Assets 


$2,961,052,411 


lation that an amount in cash equal to 5 
per cent of the outstanding notes shall be 
deposited in a redemption fund account con- 
trolled by the government, the total of 
which is available for the retirement of the 
notes of any bank in liquidation if its assets 
are insufficient to meet this preferred charge. 
This note issuing privilege is of value to a 
bank, but it is also a means of testing its 
solvency. Each bank presents almost daily 
the notes of other banks received from its 
customers. In this manner inter-bank set- 


LIABILITIES 

Note Circulation 
Deposits— 

Government 

Public in Canada 

Foreign 
Bank Balances— 

Canadian 

Foreign 
Bills Payable and Letters of Credit... 
Other Liabilities 
Capital and Rest 


$192,923,824 


82,780,074 
1,565,419,884 
174,779,104 


10,634,093 
22,874,553 
25,461,110 
6,860,680 
225,774,469 


$2,307,507,791 


$175,083,324 


42,897,698 
1,981,653,471 
334,458,041 


11,713,199 
50,639,084 
83,493,433 
3,084,165 
242,606,360 


$2,925,628,775 


$174,406,053 
96,890,991 


1,930,142,279 
336,756,951 


$2,940,041,193 
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90,991 
42,279 
56,951 


00,608 
171,559 
343,991 
345,501 
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$389,157,598, this being 14.48 per cent of all 
liabilities and 16.03 per cent of all deposits. 
In addition to this cash on hand Canadian 
banks possess three other assets which are 
treated as reserves, i. e., cash balances car- 
ried with foreign banks, call loans and se- 
curities which are of a class that can be 
readily disposed of. Taking the first four 
assets, the sum of $1,419,624,756 could have 
been realized immediately, this being 52.84 
per cent of all liabilities and 58.50 per cent 
of all deposits. It will, therefore, be seen 
that the position, in so far as reserves were 
concerned, was very strong. It has already 
been indicated that the commercial loans 
made by these banks are intended to be 
chiefly for productive purposes, and they 
are, therefore, generally of a liquid char- 
acter. This does not mean that difficulty is 
not experienced in the collection of some ad- 
vances, nor that losses are not sustained, but 
it can safely be said that the principles un- 
derlying bank credit are sound, and the care 
with which it is dispensed is one of the 
noteworthy features of banking in Canada. 

Net profits, which are not shown in the 
statement, were approximately $19,000,000 
in 1917, $19,690,000 in 1925 and $21,190,000 
in 1926. The earning powers of banks 
throughout practically the whole world were 
curtailed in the post-war period, but Cana- 
dian banks were able, because of their cen- 
tralized control, to reduce their expenses and 
to open up new avenues of revenue. As a 
result their profits have shown a steady in- 
crease during the last few years. Dividends 
are paid at rates ranging from 7 per cent 
to 16 per cent, combined in some cases with 
bonuses of 1 per cent and 2 per cent. 


Will Present Quotations 
Be Maintained? 


HE question naturally arises as to 

whether the present quotations for 
Canadian bank stocks will be maintained. 
From the time when these stocks were first 
traded in they have been regarded as a dis- 
tinctive class of securities, less susceptible 
to fuctuation in values than other stocks be- 
cause the purchasers looked upon them as a 
form of permanent investment rather than 
as a speculative venture. The law that 
makes every shareholder liable for an 
amount equal to the par value of his hold- 
ings has so far prevented any great exploi- 
tation in such stocks, and it may be pointed 
out that any tendency in that direction could 
be checked by the intervention of the bank- 
ers and the Government. Without attempt- 
ing a forecast, we can consider certain fac- 
tors which are likely to influence the market 
for these securities. 

Enough has been said previously in this 
article to show that the eleven Canadian 
banks, owing to their representation in prac- 
tically every trading community in the coun- 
try, undertake a greater share in commercial 
transactions than is the case elsewhere. Ac- 
cordingly, the fortunes of these institutions 
are closely bound up with those of all 
Canada, and it is on this basis that we should 
consider the outlook. Canada, like other 
countries, has seen dark days and its banks 
have suffered in common with all those en- 
gaged in commerce and finance, but the rec- 
ord, on the whole, is one of excellent man- 
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For Investment— 


Buy and Keep 
Cities Service 
Common Stock 


In its 17 years of growth net earnings of Cities 


Service Company have been over $200,- 


000,000. 


In the same time the Company has paid divi- 
dends totaling more than $90,000,000 in 
cash and stock or the equivalent to owners of 


its Common stock, which at its present price 


gives you a net yield of over 814% on your 


money. 


Send for Annual Report 


Henr 
& 


GO WALL ST. 
BRANCHES IN 


herty 

ny 

NEW YORK 
PRINCIPAL CITIES 


Henry L. Doherty 
& Company 
60 Wall St., N. Y. 
Please send me, without 
obligation, full informa- 


tion about Cities Service 
Common stock. 


agement, of few failures and of almost con- 
tinued growth in resources and strength. 
Students of world affairs believe that the 
rapid progress of Canada in the last quar- 
ter of a century had its genesis in an in- 
creased demand from international sources 
for raw materials, necessitated by the swift 
industrialization of the outside world. There 
is no better proof of this view than the fact 
that 75 per cent of Canada’s wheat, two- 
thirds of its lumber, 90 per cent of its news- 
print and most of its metals are sold in the 
world market. Indeed, the League of Na- 
tions stated in one of its publications that 
the growth of Canada’s foreign trade in re- 
cent years was greater than that of any 
other nation. But exploitation of Canadian 
resources has not gone beyond the fringe of 


(172C-22) 


a vast range of natural wealth. Canada 
possesses about 300,000,000 acres of arable 
land of which only about one-fifth has been 
brought under cultivation. The eastern part 
is one of the most highly developed mixed 
farming sections in the universe. The west- 
ern provinces were recently described by a 
representative of the United States Depart- 
ment of Commerce as “the most prosperous 
area that can be found on the map of the 
world today. All of this vast region seemed 
like an enormous store of gold.” Canada, 
in the state in which it was found by the 
first settlers, was an immense forest, and it 
still has the second most valuable stand of 
soft-wood timber in the world. About 3,000,- 
000 square miles of a total land area of over 
3,600,000 square miles are known to be min- 
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tribution. 


needs one. 


{ 


eralized. Not more than 20 per cent of this 
extensive mineral field has been thoroughly 
prospected, but discoveries in the limited 
area that has been explored have placed 
Canada first among nations in the production 
of nickel and asbestos and third in the pro- 
duction of gold. The copper, silver, lead and 
zinc mines opened up during the last few 
years are among the most important in the 
history of mining. Geologists, engineers and 
other competent authorities, not interested 
in the speculation that invariably follows an 
extensive programme of exploration and de- 
velopment, are confident that mineral de- 
posits of great value will be located over a 
Jarge part of Canadian territory. 

The lakes and rivers of Canada comprise 


Bound Volumes 
of the 


Journal 
Volume XIX Now Ready 


OLUME XIX of the JOURNAL, 
for the twelve months ending with 
June, 1927, is now ready for dis- 

It will be sent post paid any- 

where in the United States for $4.00 


The volume covers a wide range of subjects 
useful and interesting to bankers. There is 
included in the volume an excellent index 
which makes the work a practical and con- 
venient book of reference. 


Send your check for $4.00 and simply say— 
“Volume XIX” 


American Bankers Association Journal 
110 E. 42d Street, New York 


Your Library 


more than half the fresh water of the globe 
and, while a complete survey of the avail- 
able water power sites has not yet been 
made, those examined by government en- 
gineers would provide hydro-electric energy 
second in volume only to that of the United 
States. If international peace can be main- 
tained and the world so permitted to ad- 
vance commercially the resources of Canada 
will be developed on an unprecedented 
scale. Canadian banks are in a stronger 
position than ever before; there is no reason 
to think that under normal conditions they 
will not make further progress; and if, as is 
expected, the country they serve has entered 
upon a period of unparalleled expansion, 
their future is one of great promise. 
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Suggest Program for Aid 


of Agriculture 


— has just been published jointly 
by the National Industrial Conference 
Board and the Chamber of Commerce of 
the United States a book entitled “The Con. 
dition of Agriculture in the United States 
and Measures for Its Improvement.” 

The book embodies the results of the in- 
vestigations and deliberations of the Busj- 
ness Men’s Commission on Agriculture, of 
which Hon. Charles Nagel is chairman, that 
has been at work on the subject for many 
months and it constitutes a well written, 
readable presentation of a great national 
problem, well worth the time and attention 
of everyone, for on every page there ig 
something to inform and also something to 
stimulate those in search of the factors 
which make for better farm conditions, 

The Commission offers nine suggestions 
for agricultural improvement, to each of 
which suggestions there is devoted discus- 
sion and explanation. These suggestions are 
as follows: 


(1) Protective policies which tend to 
place artificial obstacles in the way of nat- 
ural and normal extension of markets for 
farm products and which tend to increase 
the domestic costs of their production should 
be subjected to careful reconsideration with 
a view to equalizing their effects as between 
agriculture and manufacturing industries. 

(2) The position of agriculture can be 
improved not only by governmental policies 
which facilitate the sound extension of mar- 
kets for farm products but also by meas- 
ures which tend to reduce the wide fluctua- 
tions in prices and the hazards of loss due 
to changing natural and market conditions. 


(3) In view of the difficulties which stand 
in the way of immediate governmental ac- 
tion designed to improve the agricultural in- 
come by raising or stabilizing the prices of 
farm products and extending the foreign 
market for them, the main means of im- 
provement of the economic position of the 
farmer must be sought in measures which 
reduce costs of production. 

(4) Important as are the opportunities 
for individual self-help, the success of 
farmers in meeting their own difficulties 
without outside aid depends mainly upon 
their organized cooperative efforts in re- 
ducing production costs and market losses. 

(5) A balanced agricultural production, 
the highest efficiency of the agricultural in- 
dustry, sustained prosperity for the farmer, 
and the permanent interest of the nation in 
the preservation of its natural resources can 
be attained only through a carefully planned 
policy for the utilization of the land. 

(6) Earnest and effective cooperation is 
needed between the organizations of farmers, 
business men, manufacturers and other eco- 
nomic groups not only to exercise constant 
watchfulness and control over local and 
state expenditures, but to effect needed re- 
distribution of the burden of farm taxes, 
which rests with undue severity upon the 
farmer and in the long run endangers the 
economic interests of each state as a whole. 

(7) The machinery of agricultural credit 
as it exists today is in many respects sefi- 
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ously defective and susceptible of great im- 
provement if the problem is energetically 
attacked. 

(8) Agriculture can be benefited by re- 
adjustments of the railroad rate structure, 
the extension of waterway systems and the 
reductions in distribution costs. 

(9) The Commission strongly urges the 
extension and coordination of research work 
in the field of agriculture by the Federal and 
state governments and other agencies and 
the appropriation of larger funds for such 
work. 


New Books 


THE ESTATE OF GEORGE WASH- 
INGTON, DECEASED. By Eugene E. 
Prussing. Published by Little, Brown & 
Co., Boston. 512 pages. $6. 


Tracing the properties mentioned in 
George Washington’s will and discovering 
the exact sources of his various possessions, 
the author asserts that the first president 
was a captain of industry. In the book, 
it is revealed that he anticipated the modern 
trust company by appointing a group of 
seven persons to act as executors of his 
will. Bank stocks were his favorite invest- 
ments when he began to sell his vacant lots 
and he directed his executors to invest the 
proceeds of his estate, if sold during Mrs. 
Washington’s lifetime, in these securities. 
The book deals with the history of the bene- 
ficiaries, the purposes and property of the 
first president. 


PROFITS IN BANK STOCKS. By W. 
H. Woodward. Published by The Mac- 
millan Company, New York. 112 pages. 
$1.50. 


This is written for the layman. Mr. 
Woodward sets down the advantages of 
bank stocks as investments, discusses the 
inquiries that an experienced bank stock 
buyer makes before purchasing shares, ex- 
plains the characteristics which make bank 
stocks highly desirable investments and ex- 
plains how the dealers in bank stocks work. 
The book has a number of practical sugges- 
tions and treats the subject from a business- 
like viewpoint. 


ECONOMIC BRIEFS OF EUROPE. 
Published in a limited edition by Ames, 
Emerick & Co., Inc., Chicago. Limited 
Edition. 

This is a series of discussions on the 
present economic status of the countries of 
Europe from the point of view of the in- 
vestment banker. The opening chapter dis- 
cusses the factors in foreign credit, while 
other chapters are devoted to a brief review 
of the activities and accomplishments of the 
League of Nations, a consideration of the 
Dawes Plan and foreign investments and 
foreign trade. 


THE ECONOMICS OF INSTALMENT 
SELLING. By Edwin R. A. Seligman. 
Published in two volumes by Harper & 
Brothers, New York. $4 per volume. 


The results of a comprehensive survey of 
the financial and social angles of instalment 
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Good Bonds for Ban 


UR monthly investment lists 
include a broad selection of 
good bonds, foreign and domestic, 
suitable for widely-varying needs. 
Each issue listed is a good invest- 


ment in its class. 


We will gladly mail these offermgs 
each month to bankers and others 
who may want them. 


The National City Company 
National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS 


SHORT TERM NOTES 7 


ACCEPTANCES 


selling are published in two volumes by this 
well-known authority on economics. Sum- 
marizing, Dr. Seligman asserts that “instal- 
ment selling, like every new institution, is 
subject to the perils of novelty.” “It has 
engendered new devices and has created a 
new technique” he states, “but it has un- 
doubtedly come to stay. Some abuses and 
perils, which it were short-sighted to deny, 
have crept in. What is needed is to apply 
to each particular case some of the results 
of the analysis which we have attempted to 
present. As the years roll by, experience 
will teach us what classes of commodities 


_and to what strata of society instalment sell- 


ing is economically applicable. In the course 
of time, outworn methods will be discarded 
and new abuses will undoubtedly appear. 


Is it not the part of wisdom to separate the 
chaff from the grain, to be on our guard 
against the obvious dangers, and to eliminate 
one by one the improper practices until, 
precisely as in the case of our banking struc- 
ture, we may be able to establish fairly de- 
finite and generally accepted standards for 
distinguishing the sound from the unsound, 
the real from the specious? When instal- 
ment selling comes to be measured by these 
criteria we may expect to learn that the in- 
nocuous and the salutary must not be con- 
founded with the inappropriate and the 
regrettable, and that, in its ultimate and 
refined forms, instalment credit will be 
recognized as constituting a significant and 
valuable contribution to the modern eco- 
nomy.” 
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WE underwrite and distribute Public 
Utility, Industrial and Municipal Bonds. 


Special service to Banks in bonds 
for investment or re-sale. 


Full details on request. 


A.C.ALLYN*» COMPANY 


Incorporated 


67 West. Monroe St. 


New York 


Boston 


Milwaukee 


CHICAGO Randolph 6340 


Philadelphia 
Minneapolis 


Detroit 
San Francisco 


SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 


been» purchased by more than five 
thousand banks in the United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office *250 WEST 57% ST. + New York City 
Capital, Surplus © Undivided 


Profits 


Bid for New Industries 
(Continued from page 456) 


local industries which have proved they can 
be operated under the existing conditions 
with some success. Where an unpretentious 
creamery, cannery, hatchery, garment fac- 
tory or furniture factory which has started 
on a sound basis and might develop into 
a large business after a few years of hard 
work, the town boosters want to start off 
with a big textile mill or chemical works. 

The local committees naturally seek to 
interest the local bankers in these move- 
ments to attract new industries, and the 
members are frequently disappointed because 


$50,626,000 


the bankers will not agree to do what they 
think should be done. While some of the 
best informed men realize that bankers can- 
not lend their funds for the purpose of 
making capital investments, and can make 
loans only for the purpose of financing self- 
liquidating short-term commercial proposi- 
tions that have an established record for 
successful conduct, this fact is not generally 
appreciated. Local enthusiasts on various 
occasions have confided to me that their 
towns would forge ahead much more rapid- 
ly if the local bankers would not adopt “such 
a close-fisted policy” and refuse to invest 
“a little money to get these new enterprises. 
Many great enterprises, such as shoe fac- 
tories, cotton mills and other big plants, 


would be possible—it is whispered—if the 
bankers would only loosen up.” 

If anyone thinks he can make an investi- 
gation and write a report that will make 
new enterprises spring up without further 
effort on the part of a town, he is either in- 
experienced or incompetent. It must be 
clear to almost everyone—certainly to busi- 
ness men and bankers—that a man who 
knows about a sure winner can spend his 
time more profitably than by writing a re- 
port about it for a civic organization. If 
he is qualified to say that a legitimate en- 
terprise is sure to make money, he can get 
paid more for his work by those already 
in that kind of business than by others who 
are interested only in a general or public- 
spirited way. He could even go into the 
business and keep the profits for himself. 

Much time and money have been wasted 
on misdirected efforts in campaigns of one 
kind or another to attract new industries, 
It appears that something spectacular has 
to be promised before interest can be aroused, 
The moving spirits want to tell on the first 
pages of the local newspapers about the 
wonderful things that are going to happen 
as the result of their activity. In event 
an outsider is brought in to make a survey, 
the first story that appears usually reports 
that he “plunged into his work of discover- 
ing the superior advantages of Boomtown” 
and expressed confidence that great things 
would result. Perhaps it is only human to 
expect too much to result from an effort 
of this kind. 


LL that an industrial survey can do is 
to present the facts about a place and 
to arrange these facts so as to direct atten- 
tion to what is most important for indus- 
trial development. Before attempting to 
have such a report made, the organization 
that is to carry out the plan should be as- 
sured of enough support to keep on con- 
sistently for a period of several years. If 
it costs too much to get competent advice 
from outside, it is better to do without the 
survey. The only outside advice worth while 
is that which is based on business, engi- 
neering and manufacturing experience. The 
chamber of commerce, or other similar or- 
ganization, whose resources are very lim- 
ited, can at least give careful, courteous 
attention to every inquiry with a view to 
making as many friends and establishing as 
many good contacts as possible. 

Stripped of its false hopes and miscon- 
ceptions, this industrial activity among our 
towns, cities and communities is a good thing. 
It promotes knowledge of industrial require- 
ments and encourages improvements that will 
attract desirable newcomers. After a while 
it becomes possible for the town to dis- 
criminate between the promotion scheme 
that already has failed somewhere else and 
the really good opportunity. The industrial 
survey has an important function in the 
scheme for showing the real possibilities of 
a place, first to the people who live there 
and later to others who can contribute to 
the welfare of the community by helping 
themselves. To accomplish anything like 
this, however, the organization that intends 
to do it must put itself into shape for a 
long pull. It is better to be satisfied with 
a modest showing than to start something 
that will fall flat or that will be no more 
than a flash in the pan. 
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Revoluticnizing Farm 
(Continued from page 463) 


held by an insurance company. Payments 
on the principal were allowed only after 
three years and then in_ considerable 
amounts. This mortgage came due last 
spring. Three months before it became due 
the company carrying the mortgage wrote 
the owner offering renewal at 5 per cent 
interest with nominal commission and with 
the privilege of repaying the principal or 
any part of it at interest dates. Not being 
a resident on ‘his farm he was precluded 
from a loan from either type of land bank 
but the benefits of the land bank system 
were practically extended to him as a result 
of the competition of these banks. More- 
over, some of the insurance companies, trust 
companies, and other mortgage loan agencies 
have introduced the amortization principle 
in their loans and others are preparing to 
do so—in fact, will be compelled to do so. 

One important phase of the situation is 
in the fact that commercial banks all over 
the country have been going into real estate 
mortgage business. National banks are now 
reported to be holding something like 
$600,000,000 in such securities. These loans 
until recently ran for only one year on city 
property but a large proportion of them are 
loans on farm real estate running up to five 
years. State and other commercial banks 
have been going into the business at a cor- 
responding rate. As has been indicated 
heretofore, much of this business represents 
efforts of these institutions to protect them- 
selves against loss of security for loans al- 
ready carried; nevertheless, the volume of 
such loans forms a very appreciable part of 
the total and profoundly affects the busi- 
ness as a whole. 


Bossing the Money Power 


NOTHER result of this competitive situ- 
ation is that whereas at one time the 
farmers of the country were, or at least 
thought they were, at the mercy of the so- 
called “Money Power” and the financial in- 
terests as symbolized in the expression 
“Wall Street,” the “Money Power” and 
“Wall Street” are now largely at the mercy 
of the farmer, at least with respect to the 
farm loan business, which for many rea- 
sons has always been and probably will con- 
tinue to be a very important factor in the 
placing of reserves, trust funds, and other 
long term investments by many great finan- 
cial institutions. Facing such facts, these 
concerns, which still control the immensely 
larger portion of the farm mortgage loan 
business of the country, are making offers 
for business which give every evidence of 
inaugurating another era in such matters. 
It will be noted that after the litigation 
with respect to the constitutionality of the 
land bank laws was settled in 1921 there 
was a rush of farmers to take advantage of 
the new system with the result that in 1922 
new business was placed by these banks to 
the amount of $362,819,628, and in 1923 
business reached the highest peak with 
$381,830,758 new business placed. In 1924 
the total new business placed by both types 
of banks amounted to $240,097,606; in 1925 
New business amounted to $258,786,261, and 
in 1926 it amounted to $254,343,986. 


There Is Some Way 
We Can Serve You 


S one of the largest national 
banks in America, the Shaw- 
mut of Boston can render you any 
banking service, however extensive, 
intricate or unusual. We cordially 
invite you to use this bank, with its 
many departments and more than 
$200,000,000 of resources. 


WAT 


Shawmut Bank 


Boston, Mass. 


EGURITY 


is the NAME 
to REMEMBER 


WHEN A VALUED CUSTOMER is leaving for South- 
ern California, remember that a letter or card of 
introduction to Security Trust & Savings Bank will 
secure for him or her special attention and courtesies, 
for which that patron will be grateful to you. 


SECURITY BANK has 54 offices and branches, cov- 
ering the cities and towns which comprise the Los 
Angeles Metropolitan Area. Wherever your letter may 
be presented, it will bring to the person introduced 
more than ordinary courtesies from a bank with more 
than ordinary facilities. 


A WORLD OF ROMANCE 


CHIRICAHUA MOUNTAINS 


The Yosemite of Arizona 


Wonderland of Rocks Rustlers Park 
Apache Land 
Horseback Riding Hunting—Ranch Life 
Good Food Sunshine 
Send for Rates and Circular 


SIERRA LINDA RANCH 


Portal, Arizona Cochise County 
R. R. Station, Rodeo, New Mexico 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities for the transaction 
of banking business of every description. Together with its 
affiliations it operates nearly 2400 branches in Great Britain 
and Northern Ireland, and has agents and correspondents in 
all parts of the world. The Bank has Offices in the Atlantic 
Liners Aguitania, Berengaria and Mauretania, and a foreign 
branch office at 196 Piccadilly, London, specially equipped for 
the use and convenience of visitors in London. 


MIDLAND BANK 


HEAD OFFICE : 5s THREADNEEDLE STREET, LONDON, B.C.2 


Affiliated Banks : The 
Clydesdale Bank Lod. and of Scotland Bank Ltd., 


“Our National Title Service 
As Appraised by Those Who Use It”’ 


is a booklet containing testimonial letters 
from some of our clients. If you are inter- 
ested in the subject of title insurance in 
connection with your mortgage lending, 
we will be glad to send you a copy. 


NEW YORK 
TITLE AND MORTGAGE 
COMPANY 


Capital Funds over $42,000,000 
135 Broadway, New York 
TITLE INSURANCE ANYWHERE IN THE UNITED STATES 


"SECURE AS OF NI EW YORK 


The business in the latter two years is 
assumed by the Farm Loan Board to indi- 
cate that the farm loan system “has now 

Complete Equipment reached a point in its development where 

for 4 neither one extreme nor another of new busi- 

Bank Police, Watchmen ness activity may be expected but instead it 

will reflect henceforth the stabilized de- 
mands of agricultural borrowers.” 

REVOLVERS gtticcmey The most significant feature of this great 

Riot Shot Guns 

Sub-Machine Guns movement of farmers to the farm loan 

Seine, Whistles, Etc. of: F banks for relief is the fact that 79 per cent 

rite for complete Catalog of the total loans placed by the Joint Stock 

Land Banks and 65 per cent of the total 

loans placed by the Federal Land Banks 

since their organization were for the pur- 

pose of paying off mortgages already held 

upon the land, 6 per cent and 12 per cent 

respectively also being placed for the pur- 


and Messengers 


pose of paying off other debts. Until with. 
in the past two years or so, therefore, the 
trend of the farm mortgage business was in 
favor of the institutions more or less dj- 
rectly sponsored by the government and 
established for the relief of agriculture. 

It is possible that this movement has been 
checked for while the land banks show 
slightly decreased total mortgage loans in 
effect the insurance companies in 1926 jn 
creased their mortgage loan new business 
about 13 per cent over the new business of 
1925. While no comprehensive and reliable 
data in this line is obtainable and such fig- 
ures are offered with due reserve, there js 
considerable basis for the belief that the 
present tendency is rather in favor of pri- 
vate loaning agencies in competition with 
these “government instrumentalities.” One 
reason for this, perhaps, is the fact that an 
increasingly large number of farms, for one 
reason or another, are coming into the 
hands of non-operating owners who cannot 
take advantage of the farm loan bank sys. 
tems. On the other hand, while national 
and commercial banks at present are heavily 
involved in farm loans there is no question 
that most of them are getting out of the 
business as rapidly as possible with “never 
again” as a business slogan. 

Attention already has been called above 
to the fact that the land banks themselves 
are carrying on a very extensive process of 
liquidation. As the Farm Loan Board 
states in a report: “During 1925 (and since) 
they moved to that point in their operations 
where logically they had to clean up some of 
the consequences of crop failures, deflation 
and post-war developments.” The Board 
also suggests that “actions in foreclosure do 
not necessarily mean that these banks made 
bad loans, but rather that they were the 
victims of conditions which could not be 
foreseen.” Other mortgage loan agencies 
on the whole have been in far worse posi- 
tion and condition. Perhaps the most that 
can be said of the whole situation is that it 
is in a period of flux and change with im- 
proved conditions in sight—improved condi 
tions for both the financial institutions and 
their patrons. 


Some Holes in the System 


are undoubtedly still some holes 
in the “regulated” farm mortgage loan 
systems which need to be watched, but it is 
evident that both the officials of the United 
States government and private interests con- 
cerned are carefully watching them. Weak 
banks and weak management will in due 
time take the course always prepared for 
them and it is evident that this can be done 
without disturbing the successful operation 
of the land bank system as a whole. These 
government sponsored systems have the im- 
mense advantage of basing their business 
upon tax free bonds whereas the other lend- 
ing concerns, the “unregulated” institutions 
in the business, are subject to the ordinary 
income taxes upon their income from farm 
loan sources. That the latter are able to 
compete with the farm loan banks under the 
circumstances indicates not only the avail- 
ability of large amounts of unemployed cap!- 
tal or capital which may be unemployed, but 
on the other hand it reflects a little uncer- 
tainty in the mind of the average investor 
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as to the full measure of success of the sys- 
tems the government has established. 

That the Farm Loan banks are somewhat 
unwieldy in some respects is apparent; that 
they are restricted by law in their operations 
also is perhaps a handicap although in the 
long run such restrictions spell safety and 
in due time will have a legitimate effect in 
increasing public confidence and an ultimate 
lowering of the bond interest rate, a conse- 
quent lowered interest rate on loans and an 
ultinate great advantage in the farm bank 
systems. In the meanwhile the value of 
private initiative in such business is appar- 
ent. The management of farm loan banks 
may be just as able, just as conscientious as 
the management of private loan concerns 
but there is in them that inevitable lack of 
incentive to progress which attends the 
management of concerns operating without 
the attractions of private profit and espe- 
cially institutions affected by the govern- 
ment with a certain admixture of politics. 
The weight of these banks, operating 
through the elaborate support of the Na- 
tional Farm Loan Associations, will doubt! 
less carry them along with the larger share 
of business for some time to come but it is 
quite possible that a renewed and strength- 
ened system of Joint Stock Land Banks 
may so combine the valuable features of the 
cooperative system and private initiative as 
to give them a much larger share of the 
total business in the future. 


All the Credit He Can Use 


N the meanwhile the American farmer is 

being served with all the credit he can 
use and perhaps more than he can use with 
benefit to himself and the public at large— 
served well and on a silver platter. 

There is little question but that the farm 
mortgage business as a whole has about 
reached its maximum for some time to come. 
There are many indications that agriculture 
in even badly affected districts is coming 
back into its own. The refunding operations 
of farmers of high interest bearing mort- 
gages placed originally in an era of inflation 
are practically complete while other credit 
facilities have relieved them of considerable 
burden and are affording them the utmost 
facility to market their crops under increas- 
ingly satisfactory conditions. There is even 
hope that interest rates on farm mortgage 
loans can be still further reduced for the 
Farm Loan Board has stated that a bank 
operating with a minimum of $100,000,000 
net loans can be successfully conducted on a 
spread of less than one per cent between the 
bond rate and the rate to borrowers. Five 
of the Federal Land Banks already exceed 
this minimum and three others are ap- 
proaching it. 

The utility of these institutions has been 
amply demonstrated. Their soundness is 
only a matter of good management such as 
must be had in all financial institutions. As 
the report of the Farm Loan Board for 1925 
states the matter: 

“The successful operation of the farm loan sys- 
tem is dependent, first, upon the strength and 
soundness of its fundamentals and, secondly, upon 
its adopting and adhering to a policy of conserva- 
tism and careful management. Failure to acquire 
adequate security for all loans means a violation 
of the principles upon which the system is based. 


In order to maintain the integrity of the system 
and to assure its continued efficiency, there must 


never be any question as to the ability of any bank 
Promptly to meet its obligations.’ 


Avoid the 
Invisible Death! 


NVISIBLE, odorless, and fatal — that 

is carbon monoxide gas, a poison 

which lurks in your automobile, in your 
gas range, and other appliances. 

The danger is so real that the Motor 
Vehicle Departments of various states 
now plan to furnish motorists (with 
their registration plates) a warning 
against this gas. 


For the past few years we, and other 
insurance companies, have been bring- 
ing this danger to public attention. 
And we offer you—FREE—a booklet 


on the subject, designed to save lives. 


Lire INSURANCE COMPANY 
OF BOSTON, MASSACHUSETTS 


INQUIRY BUREAU 
197 Clarendon St., Boston, Mass. 


Please send me your free booklet on 
Carbon Monoxide Gas. 


HARRIS TWEED 


DIRECT FROM THE MAKERS 
Hand-Woven, High Class Material, and 
Aristocrat of Tweed for Golf and All 

Sports Wear 
Patterns free on request—stating shades desired 
NEWALL 330 Stornoway, Scotland 
SUIT-LENGTHS CUT TO ORDER 


That has been the object sought by the 
Treasury Department and that appears to 
be what may reasonably be anticipated of 
the policies and practices which the super- 
vising authorities are now following. 


Mints Coin Small Change 


HE United States mints struck off 34,- 

298,000 one-cent pieces during the month 
of November. They coined 2,427,000 five- 
cent pieces, 3,193,000 dimes and 3,200,000 
quarters. 

During the months of November and De- 
cember there is always a great demand for 
small coins, and the mints operated with the 
view of meeting this situation. No gold 
was coined during the month of November, 
the Director of the Mint’s report shows. 


Give 
Guaranteed Safety 
and Pay 6% 


Every Empire issue 


iscreated uponthisset 
of fixed standards: 


— Guaranteed by one 
or more strong surety 
companies. 


— Legal for trust funds. 


—Independently trus- 
teed by a large bank 
or trust company. 


— Secured by a closed 
first mortgage on in- 
come-earning real 
estate in beading 
American cities. 


— Yield 6%. 


Make these strict require- 
ments your own invest- 
ment standard. 


Empire Bond & Mortgage Corporation 
National City Building - 
42nd Street at Madison Avenue, New York 


Federal Bill Straps 


Made of heavy Kraft 
Sanitary Adhesive 
Stick quickly—Hold securely 
Sold by 
700 Bank Stationers 
Write for 
Complete Catalog of 

Coin Wrappers 
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Coin Trays 

Wrapper Cabinets 
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The Meaning 


(Continued from page 460) 


of New York are given out every Thursday 
afternoon by the Federa! Reserve Bank of 
New York. After this correction has been 
made, changes in money in circulation can 
be computed roughly from total reserves, 
non-reserve cash, and Federal Reserve notes 
in actual circulation. The computation is 
subject to some error because of the possi- 
bility of gold earmarkings and exports and 
imports from other parts of the country 
than New York and several other less im- 
portant transactions, but the error is usually 
a small one. 


The Four Deposit Items 


HE four deposit items which appear in 

the Federal Reserve statement are not 
ordinarily of general public interest, but 
they are of interest to the careful student 
of the money market. The member bank 
reserve account represents deposits of mem- 
ber banks with the several Federal Reserve 
banks to satisfy the law as to bank reserves, 
which requires them to maintain with the 
Federal Reserve banks deposits in propor- 
tion to their liability for their customers’ 
deposits. Variations in the amount of this 
item reflect changes in the amount of bank 
deposits throughout the country. Over a 
long term of years they tend to increase 
gradually as bank deposits increase with the 
growth of the country, and in periods of 
credit expansion these reserve deposits re- 
flect rapidly increases which will be shown 
in member bank deposits published later. 
Week to week fluctuations are mostly due 
to temporary surpluses of reserves on cer- 
tain days and temporary deficiencies of re- 
serves on other days, which average out 
over a period of weeks. 

Government deposits represent the work- 
ing balance of the United States govern- 
ment with the Federal Reserve banks, against 
which the government draws checks for cur- 
rent payments of various kinds, ranging 
from pensions to purchases of commissary 
supplies. When these government deposits 
are depleted they are restored by calling in 
deposits from depositary banks, where de- 
posits have beeen created by the sale of 
government short-term issues for book 
credit. The item “Government deposits” 
usually shows little fluctuation and is main- 
tained at a figure generally between $10,- 
000,000 and $30,000,000. 


Foreign Bank Deposits 


— bank deposits are the deposits 
placed with the reserve banks by foreign 
banks of issue, largely to meet their cur- 
rent payments in this market. In late years 
foreign banks of issue have kept consider- 
able sums in this country, but most of these 
sums are in the form of investments, and 
the balances maintained with the reserve 
banks are simply working balances. The 
amounts invested by the reserve banks for 
these foreign banks are not reported upon 
except as they appear in the last item in 
the statement, “Contingent liability on bills 
purchased for foreign correspondents.” A 
part of the funds which the reserve banks 
have invested in this country for foreign 
correspondents has been invested in bankers’ 


Strongly Safeguarded 
Investment Trusts 


The United States Shares Corpo- 
ration manages five investment 
trusts. In each the underlying 
securities are deposited with a 
bank which acts as trustee. The 
trustee collects the income on the 
underlying securities and twice 
each year pays, as dividends, the 
accumulated distributable income 
to the shareholders. 


Every security in the portfolios 
of these various trusts is readily 
marketable and pays income regu-- 
larly. Substitutions may be made 
to maintain high quality, but are 
restricted by rigid trust agree- 
ments. 


Circular B.A.-75 on Request 


nited States Shares 
Corporation 


acceptances, and when these carry an obli- 
gation of the Federal Reserve Bank they 
are shown as a contingent liability. For- 
eign bank deposits are ordinarily a small 
item and fluctuate but little, but any fluc- 
tuations have the same effect on the money 
market as fluctuations in government de- 
posits. 

Other deposits represent largely the de- 
posits of non-member banks which have 
clearing accounts at the reserve banks. This 
is an item which also fluctuates very little. 

Two other comparatively large items in 
the statement which have not been com- 
mented upon have to do with the operations 
of the reserve banks in handling checks 
for collection. On the resources side an 
item appears as “Uncollected items,” which 
represents the checks which the reserve 
banks have received for collections but 
which they have not been reimbursed. On 
the liabilities side another item appears as 
“Deferred availability items,” for the pro- 
ceeds of these uncollected checks are to be 
credited to member-bank accounts at the end 
of certain specified periods, in accordance 
with the time schedule. The amount for 
“Uncollected items” is always a little larger 
than that for the “Deferred availability 
items,” for the reserve banks are constant- 
ly giving banks credit for the checks de- 
posited with them, in accordance with a time 
schedule and without waiting for the actual 
collection of the checks. 

The reserve ratio is the ratio of the 
total reserves of the reserve banks to their 
liability for deposits and notes in actual 
circulation. 
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Municipal Bonds 


Tax Exempt 


City of De Pere, Wisconsin, Street 
Improvement Bonds, 442%, 
1928/47 4.10% 


Vermontville School District, 
Eaton County, Michigan, 442%, 
1947/52 4.30% 


Alexander County, Car., 
Funding Bonds, 1929/42 
4.50% 


Lakeland School District, Polk 
County, Florida, 542%, 1930/57 
5.10% 


Glades County, Florida, Highway 
Bonds, 6%, 1937/47 5.50% 


Concessions to Banks 


No. 
5%, 


Complete Descriptive Circulars 
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Incorporated 1910 
39 S. La Salle Street, Chicago 
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(CREDIT APPLICATION BLANKS) 
Designed and Approved by the 
CLEARING HOUSE SECTION 
AMERICAN BANKERS ASSOCIATION 


Three revised Forms of 4 pp. each 814 x 11. 
No. 2, Individual, Manufacturing or Mercantile. 
No, 3. Corporation. 

No. 4, Partnership. 
100 300 500 


$4.00 $9.00 $12.50 


1000 
$20.00 


No.1. Farmer 2 pp., 844 x11. 
100 300 500 1000 


$2.00 $4.50 $6.25 $10.00 


Imprinted with bank name, small extra charge. 
Specimen free on application. 
Send 20 cents for set of four (4). 


M. B. BROWN PRINTING & BINDING CO. 
37-41 Chambers St., New York, N. Y. 


Bank Stocks 


Write for BTI 


Guttag Bros. 
16 Exchange Place New York 


CONSTIPATION DEAFNESS 
ARTHRITIS KIDNEY DISEASES 
and Many Other Chronic Diseases 

Have Been s By Natural Method: 
Cured RegularM.D.s in Attendance 
TILDEN HEALTH SCHOOL 
3204 W. FAIRVIEW PL. DENVER, COLO. 
Dr. Arthur Vos, A.B., M.D., Pres. 
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In recent years the reserve ratio has had 

 fittle significance because the reserves of the 
System have been so large that fluctuations 
in the reserve ratio could be completely dis- 
regarded in the determination of Federal 
Reserve policy. 

The Federal Reserve statement, as must 
have appeared from this discussion, is not 
a simple affair. It cannot be simple because 
it is an epitome of the nation’s banking 
affairs, which are not simple. It has been 
suggested here that the casual reader can 
learn much of the current trends in busi- 
ness and finance if he will observe the move- 
ment of a few items in the statement, in- 
cluding total bills and securities, bills dis- 
counted, total government securities, and 
possibly the movement of currency, as re- 
vealed in total reserves and Federal Reserve 
notes in circulation. These items tell a re- 
vealing story of the changes in the nation’s 
business and finance. 

For the more expert student of the money 
market, other items in the statement will 
assume significance. The Federal Reserve 
banks represent practically the only avenue 
through which funds may be put into the 
money market, or through which funds may 
be withdrawn from the money market. And 
it is possible from the weekly statement to 
compute the gains and losses to the money 
market each week and thus understand the 
causes of easy or firm money. 


Summary 


HE Federal Reserve System publishes 
one of the most complete weekly state- 
ments of any bank of issue in the world. 

This statement reflects each week the 
country’s banking operations and indirectly 
the movement of business. 

The most significant single item in the 
statement is “Total bills and securities,” 
which shows the total amount of credit ex- 
tended by the reserve banks. 

“Total bills and securities” today takes 
the place of the reserve statement of the 
New York Clearing House banks as the 
best index of the country’s credit position. 

“Total bills discounted” represents total 
borrowing by member banks at the reserve 
banks—the amount of reserve bank credit 
in use for which member banks feel direct 
responsibility. 

“Bills bought in the open market” reflects 
conditions in the bill market and in the 
money market generally. 

“Total U. S. government securities” re- 
flects largely Federal Reserve open-market 
policy. 

Changes in money in circulation can be 
estimated from the Federal Reserve state- 
ment by combining changes in “Federal Re- 
serve notes in actual circulation,” with 
changes in “Total reserves” and “Non- 
reserve cash”? after allowance for gold ex- 
ports and imports. 

Changes in the four deposit items are 
primarily interesting because increases in 
these deposits withdraw funds from the 
money market and decreases put funds into 
the market. 

Since the reserve banks are practically 
the only avenue through which funds may 
be added to or withdrawn from the money 
market, a careful analysis of the statement 
reveals the causes of money market changes. 


For Letter ‘“‘A. B. A. 12” 


Daily Stock Market Letter 


Sent upon written request 


JACKSON. BOESEL & Co. 


Members New York Stock Exchange, Chicago Stock Exchange, 
Chicago Board of Trade, New York Curb Market 


42 Broadway, New York, N. Y. 
Telephone Hanover 7320 


Private wire connections to 


Chicago Detroit Buffalo 
Toledo Columbus Baltimore 


RESOURCES AND LIABILITIES OF THE TWELVE FEDERAL RESERVE BANKS COMBINED 


(In thousands of dollars) 


Aug. 31, 
Resources 1927 
Gold redemption fund with U. S. Treasury. .......cccccccccccccccces 36,670 
Gold held exclusively against F. R. notes... 1,676,930 
Gold settlement fand with Board. 631,491 
Gold and gold certificates held by hanks... ......ccccccccccccccccccccs 689,502 
Bills discounted: 
U. S. government securities: 
Certificates of indebtedness 161,095 
Total U. S. government 472,814 
Liabilities 
Deposits: 
Member bank—reserve account 2,298,880 
Ratio of total reserves to deposit and F. R. note liabilities combined... . 78.3% 
Contingent liability on bills purchased for foreign correspondents....... 165,746 


Aug. 24, 
1927 


1,615,271 
9 


1,655,960 


643,573 
710,308 


3,009,841 
147,663 
3,157,504 
53,039 


217,677 
196,480 


414,157 
178,809 


203,557 
89,333 
151,931 
444,821 
320 
1,038,107 
23,629 
609,876 
59,452 
17,032 


4,958,639 


1,670,831 


2,305,727 


2,353,882 


561,147 
130,730 
228,775 

13,274 


4,958,639 


78.5% 
162,087 


Sept. 1, 
1926 
1,395,311 
2 


1,448,933 


732,717 
646,661 


2,828,311 
138,032 
2,966,343 
49,328 


320,675 
305,673 


626,348 
253,481 


45,605 
217,702 
55,657 


318,964 
3,700 
1,202,493 
620,082 


59,931 
16,696 


4,915,587 


1,702,902 


2,223,902 
24,326 
15,166 
18,926 


2,282,320 
568,299 
123,490 
220,310 

18,266 


4,915,587 


74.4 
44.875 


19,247 

4,935 

23,973 
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WHAT DO YOU THINK? 


x Being a more or less personal talk between the Epiror and the READER ©. 


Poor Richard’s Welcome 


HE Poor Richard Almanac, the organ 

of the Poor Richard Advertising Club 
of Philadelphia, voices that organization’s 
satisfaction over the designation of Phila- 
delphia as the place of the next A. B. A. 
convention. 

“Bankers! Poor Richard welcomes you to 
Philadelphia next year. It is fitting that 
Poor Richard should extend this greeting. 
When the banking interests of this country 
invited the cooperation and participation 
of patriotic clubs and associations of the 
country to aid in the promotion of the 
sale of Victory Bonds, Poor Richard did its 
bit with an enthusiasm and efficiency that 
won. the praise of the Secretary of the 
Treasury and the foremost men in your 
group. Only recently, in this Almanac, 
we had occasion to review, for our newer 
members, some incidents of our wartime 
history. We were proud to restate the fact, 
that of the 114 now famous national news- 
paper advertisements prepared to sell the 
Victory Loan, 104 were written by members 
of this Club. In numerous other ways Poor 
Richard cooperated with the banking group 
under the direction of the district chair- 
man, our fellow-member, E. T. Stotesbury. 

“We, in Philadelphia, are said to be 
somewhat conservative, but ponder these 
facts, you gentlemen of the American 
Bankers Association:—When you _ enter 
Philadelphia you are in the city where was 
started the first bank, the first savings bank, 
the first trust company, and the first bank 
in the world to insure titles to real estate. 
In this city also was started the first marine 
insurance company, the first fire insurance 
company, and the first life insurance com- 
pany in America. 

“As Advertising men, we may be par- 
doned for extolling the achievements of 
some of the earlier financial leaders of our 
city, but we believe they deserve credit and 
we know you join us in paying them this 
humble tribute.” 


The January Cover 


HE cover illustration for January will 

be of special interest to Californians and 
of general interest to all to whom the his- 
tory of American currency makes an appeal. 
It is based upon the intense community 
spirit of the early gold days when gold was 
in such high favor as a medium of exchange 
that to some enthusiasts no other medium 
was acceptable. 


Where Do You Get Them? 


ROM week to week we receive verbal 
and written queries as to the source of 
the originals from which the JouRNAL cover 
illustrations are made. Most of the inquiries 
seem to be based on the assumption that 
the pictures are procured from some public 
or private collection of paintings. 
All of the cover illustrations are made 


from paintings done at our direction by 
the artist Walter de Maris. 

To the best of our knowledge and infor- 
mation artists never before have been in- 
spired by events in the financial or eco- 
nomic history of the nation. There is not, 
therefore, in any of the leading galleries 


of the country, a picture based on any of 
the incidents or the events selected for these 
covers. Thus the field has been a wide-open 
one, with an abundance of material to 
choose from. 

All of the originals are the property of 
the American Bankers Association, a really 
remarkable collection as works of art and 
one of rare interest to the student of 
Americana. 


What do you think? 


New Income 


ECALL the time—and it was not so 
long ago—that the bank imposing the 
service charge was the exception instead of 
the rule? If so, just read what Andrew Mil- 
ler, the Secretary of the Oregon Bankers 
Association, has to say: 

“Speaking of service charges on unprofit- 
able checking accounts, our work in this 
field has progressed to a point where a large 
majority of banks are making such a charge. 
In fact, there are only nine counties with 
thirty-three banks where the charge is not 
being made. The progress in this direction 
in the past two years has been quite re- 
markable. At a very conservative estimate, 
I believe this will be worth $100,000 a year 
to our banks and will probably amount to 
considerably more than that sum.” 


What do you think? 


The Short Straw Man 
Roeser WAIT, secretary of the Arkan- 


sas Bankers Association, says: 

“The November A. B. A. Journal would 
be a credit to any Editor or Publisher and 
should be a source of great pride to the 
American Bankers Association. The pro- 
ceedings of the Houston Convention are 
quite fully reported, many of the addresses 
given verbatim, and your editorial page is 
most interesting; but the best page of all, 
to me, and one which has helped me most, is 
your personal page with a brief but illumi- 
nating article entitled ‘The Short Straw 
Man.’ I wish every bank clerk in the United 
States could read and ponder the great truth 
which you have so aptly portrayed in this 
personal contribution.” 


g** 


The Meaningless Rate 


HERE is probably no banking prac. | 

tice on which there appears to be so _ 
much variation as in the method of calculat. 
ing interest. In many cases banks that ad- | 
vertise a 3 per cent rate on savings devosits — 
actually pay more interest to the depositor © 
than institutions which offer a 4 per cent ree | 
turn. 
A short while ago the Lower Montgomery 7 
County Bankers Association in Pennsylvania © 
sent out a specimen account to several © 
banks located in several different cities and ~ 
asked them to calculate the interest that — 
they would pay on it. The _ lowest © 
amount of interest paid by one of these © 
banks was seventy-nine cents and the highest * 
amount $8.53. Not a single bank figured 7 
the same amount of interest. 

Here is what individual banks in the seven 7 
cities said they would have paid on the ac- J 


count: 
Rate Amount paid on account 
Philadelphia 
Cleveland 
Cincinnati 
New York 
Pittsburgh 
Scranton 
Bethlehem 


Of course, not all the banks in any city 
were canvassed; so it is possible that the | 
amount paid in the same city might have | 
been more in one bank than in another. : 

If you are interested in calculating how 
your system compares with those in other 
cities, here is a transcript of the account: ~ 


Withdrawals Balance | 


$507.50 

407.50 
382.50 | 
472.50 


Deposits 


$885 $1,088.50 


And now that it is no longer possible to ob- © 
tain better than 3% per cent on U. S. Gov- 
ernment securities, has the time come for | 
banks to establish lower rates on savings 

deposits? 


Interest Rates to Fall 
wit interest rates are going to do is © 


a question of paramount interest to 

the American banker. 
Dr. O. M. W. Sprague, who is professor ~ 
of banking at Harvard University, a few | 
months ago ventured the prediction that 
“the decline which has marked the last few | 
years will continue.” How far the decline 
will go he was not willing to say, but the 
head of the Harvard department of bank- 
ing avers he is “ready to guess that the} 
rate of interest may decline well below 4 pet 
cent upon the highest class of investments.” 
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